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_ . Julyy;:l5, 1977
s JUL 15 1977 -2 L0
Dear Sirs: ' - . N
NURHSIATE, COMMERCE COMMISSION _ \
Pursuant to Section 20c of the Interstate Commerce
Act and the Comm1551on s rules and regulations thereunder, as
amended, I enclose herewith on behalf of First Security Bank
of Utah, National Association, for filing and recordation
- counterparts of the follow1ng documents:

(1) Hulk Purchase Agreement dated as of July 1,
1977, between Illinois Central Gulf Railroad Company,
Seller, and First Security -Bank of Utah, National
Association, Buyer;

(2) Rehabilitation Agreement dated as of July 1,
1977, between Illinois Central Gulf Railroad Company,
Contractor, and First Security Bank of Utah, National
Association,‘Company;

(3) Lease Agreement dated as of July 1, 1977,
between Illinois:Central G&lf Rallroad Company, Lessee,
and First Security Bank of Utah, National Associa-

tion, Lessor; and

(4) Trust Indenture and Mortgage dated as of
July 1, 1977, between First Security Bank of Utah,
National Association, Owner Trustee, and First
Security Bank of Utah, National Association, Inden-
ture Trustee.

- The names and addresses of the parties to the
aforementioned Agreéments are as follows:

el

(a) Buyer Company-Lessor-Owner Trustee- Indenture
Trustee: AN

First Security Bank of Utah, National
Association, . R
79 South Main Street,
Salt Lake City, Utah 84111 and




— v S 2

(b) Seller-Contractor-Lessee:

Illinois Central Gulf Railroad,
233 North Michigan Avenue,
Chicago, Illinois 60601.

Please file and record the documents referred to
above and cross~index them under the names of the Buyer-
Company-Lessor-Owner Trustee-Indenture Trustee and Seller-
Contractor-Lessee.:. :

Equipment covered by the Lease Agreement and the
Trust Indenture and Mortgage consists of the following
units of Illinois Central Gulf Railroad Equipment:

v~ 70' 70-ton Insulated Box Cars bearing identifying numbers
ICG 150325-150394
‘\ -
\/’/’250‘ 70-ton CUF Box Cars bearing identifying numbers ICG 593000-
593099; ICG“?93200-593349

v 200’ 70~ton CUF Box Cars bearing identifying numbers ICG 593500-
593699
L7 10' 70-ton Woodcﬁi Hopper Cars bearing identifying numbers
: ICG 866250—866409 = ' ' ’
.. 20' 70-ton 41' Covered Hopper Cars bearlng identifying numbers
ICG 705100-705119 i

t .25 70-ton 65' Gondola Cars bearing 1dent1fy1ng numbers
ICG 247100-247124 :

f~~" 25' 100-ton Covered Hopper Cars bearing identifying numbers
ICG 729000- 729024““’ -

l- 50 ' 70-ton CUF D/D Box Cars bearing identifying numbers
ICG 593800~593849

{- 50° 70-ton SUF,-D/D Box Cars bearing identifying numbers
ICG 569000-569049 '

2,

v 50. 70-ton 60 Flat Cars bearing 1dent1fy1ng numbers ICG
910300~ 9103ﬂ9 Y

Equ;pment covered by the Rehabilitation Agreement,
the Hulk Purchase Agreement and the Trust Indenture and Mort-
gage consists of the following units of Illinois Central Gulf
Railroad (ICG) equipment:




70 70-ton Insulated Box Cars
250 70-ton CUF Box Cars
200 70-ton CUF Box Cars
10 70-ton Woodchip Hopper ‘Cars
20 70-ton 41' Covered Hopper Cars
25 70-ton 65' Gondola Cars
25 100-ton Covered Hopper Cars
50 70-ton CUF D/D Box Cars
50 70-ton SUF D/D Box Cars
50 70-ton 60' Flat Cars

Enclosed is a check for $200 for the required

recordatlon fee pursuant to 49 CFR 1116.1. Please accept

for recordation one counterpart of each of the enclosed
documents, stamp the remaining counterparts with your
recordation number and return them to the delivering
messenger along with your fee receipt.

Very tru

AL

Kris F. Heinzelman

Robert L. Oswald, Esq., Secretary,
Interstate .Commerce:.Commission,. -
Washington, D. C. 20423
Encls.
G

BY HAND

\
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Kris F. Heinzelman ”‘? " \"‘-;\
Cravath ,Swaine & Moore r (
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New York, N.Y. 10005

Dear _ \,
Bir: ' B W*
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HULK PURCHASE AGREEMENT

dated as of July 1, 1977
between

ILLINOIS CENTRAL GULF RATILROAD COMPANY
and

FIRST SECURITY BANK OF UTAH,
NATIONAL ASSOCIATION, not in it
individual capacity, but sclely
as Owner Trustee under a Trust
Agreement dated as of July 1, 1977,

with

NB5 Financial Services
and

The Budd Leasing Corp.




HULK PURCHASE AGREEMENT dated  as of
July 1, 1977, between ILLINOIS CENTRAL GULF
RAILROAD COMPANY, a Delaware Corporatlon (the
"Seller") and FIRST SECURITY BANK OF UTAH,
NATIONAL ASSOCIATION (the "Buyer"), not in
its individual capacity, but solely as owner
trustee under a Trust Agreement dated as of’
the date hereof (the "Trust Agreement") with
NB5 Financial Services and The Budd Leasing
Corp (the "Owners")

The Seller owns the used rallroad equlpment des—
crlbed in Exhibit A hereto. The Seller desires to sell
,such of said equipment as shall be specifically identified
in the Bills of Sale referred to in Paragraph 1 hereof :
(collectively, the "Hulks" and individually, a. "Hulk"), and
the Buyer desires to purchase the Hulks for the'Purchase
Price set forth in'Exhibit A'(the "Purchase Price").

The Buyer is 31multaneously with the executlon
hereof ~entering into a Rehabilitation Agreement dated as of
July 1, 1977 (the "Rehabllltatlon Agreement") with the
Seller, in the form of Annex A hereto, pursuant to which the
Seller, as an independent contractor, will rehabilitate the
Hulks as provided therein, and a Lease Agreement dated July
‘1, 1977 (the "Lease") with the Seller, in the form of Annex B
hereto, pursuant to which the Seller will lease from the:
Buyer the units of railroad equlpment rehabllltated under the
Rehabilitation Agreement

NOW, THEREFORE, in consideration of the mutual cov-
enants and agreements hereinafter contalned the partles
hereto hereby agree as follows. :

1. The Seller will, prior to delivery of each .
‘group  of Hulks for" rehab111tatlon pursuant to the Rehabili-
" tation Ageement, deliver to the Buyer a Bill or Bills of Sale
transferring title to such group of Hulks and warranting
that, at the date of such Bill or Bills of Sale, the Seller
had legal title to such Hulks and good and lawful right to
.sell the same and that title to such Hulks transferred to
the Buyer by such Bill or Bills of Sale was free of all
claims, liens, security interests, security titles and other
encumbrances of any nature whatsoever. On or after the date
of such Bill or Bills of Sale, the Seller will deliver the



Hulks in such group to an authorized representative of the
Buyer at such point or points within the United States of
America as shall be specified by the Seller. The sale and
delivery of the Hulks pursuant to this Agreement shall
commence as soon as practicable and shall be completed on or

before such date as shall permit the completion of rehabilita-

tion of .each Hulk by December 31, 1977.

: _ 2. The Buyer at the times hereafter specified
will pay to the Seller the Purchase Price of each Hulk in
each. group subject to all the terms and conditions of this
Agreement, including without limitation the receipt by the
Buyer of (a) an invoice or invoices of the Seller with
respect thereto, (b) the Bill or Bills of Sale with respect
thereto specified in and in accordance with the provisions of
Paragraph 1 hereof, (c) a Certificate or Certificates of
Acceptance signed by the Buyer's authorized representative
stating that the Hulks in such group have been delivered to
and accepted on behalf of the Buyer, and (d) a written

opinion of counsel for the Sellerxdatedmthe_date of such Bill,j

or Bills. of Sale, addressed to the Buyer and stating that
such Bill or Bills of Sale are valid and effective to
transfer the legal title to such Hulks to the Buyer and that
the Hulks are free and clear of all claims, liens, security
interests, security titles and other encumbrances of any
nature whatsoever. ‘ '

“Each such Bill of Sale shall contain the following
information with respect to each type of Hulk included in
the group of Hulks covered thereby: quantity, description,
the Seller's identifying numbers and place of delivery.
Subject only to the conditions set forth in this Agreement,
the Buyer will pay the Purchase Price of each Hulk delivered
and accepted as aforesaid to the Seller either on (i) the
Closing Date relating to such Hulk fixed as provided in the
Rehabilitation Agreement or (ii) December 31, 1977, whichever
'is earlier. ' : :

Seller waives any posseSsbry lien or any other
lien with respect to the Hulks which it may have to secure
_payment of the Purchase Price. o :

3. The obligation of the Buyer to pay to the
Seller the Purchase Price of the Hulks shall be subject to
receipt by the Buyer on or before the Closing Date, as deter-
-mined pursuant to the Rehabilitation Agreement, with respect
3theréto, of the documents set forth in Paragraph 2 hereof,



.

and satlsfactlon of the condltlons set forth in Sectlon 25
of the Lease.

4, The Buyer may assign and/or transfer its -

_ rlghts, but not its obligations, under this Agreement. .
All of the rights of the Buyer hereunder shall 1nure to the
beneflt of the Buyer s a351gns. :

-5, Notw1thstand1ng the dellvery of any Bill or

: B111s of Sale hereunder, the Seller agrees that all responsi-
bility with respect to any Hulk covered by such. Bill or Bills
of Sale, its use and operation and risk of loss thereof,
shall remain with the Seller until such Hulk is delivered to
and accepted by the authorized representative of the Buyer,
as provided above, and the Seller agrees to indemnify and’
hold the Buyer harmless from any claim made agalnst the Buyer
by reason of the transfer of title to the Hulks prior to such
delivery and acceptance or with respect to the validity of
such title, free from all claims, liens, security interests,
security title or encumbrances of any nature other than those
of the Buyer at the. time of such delivery and acceptance.
Upon such delivery and acceptance, all responsibility and
-risk of ‘loss with respect to such Hulk ‘shall pass to the
Buyer. :

6. The Seller hereby represents and warrants to the -
Buyer, its .successors and assigns, that this Agreement was
duly authorized by it and 1awfully executed and de11vered for
"a va11d con51derat10n.

: The Seller- hereby covenants and agrees with the
Buyer that not later than the date of payment for each. Hulk,
the Seller will discharge in full all obligations, if any,
secured by - encumbrances with respect thereto. Without
limitation as to any other rights or actions which the Buyer
may enforce against the Seller due to a breach by the Seller
of its obligations set forth in the preceding sentence, in _
the event any such obligation has not been satisfied prior to
the payment for any Hulk by the Buyer, the ‘Seller hereby
agrees that the Buyer may, in lieu of making payments for any
Hulks then to be made to the Seller hereunder, pay all or any
portion of such payments to one or more holders of obliga-
tions secured by such encumbrances to the extent necessary
to satisfy such- obllgatlons in full and to remove such
encumbrances.

'7. ThlS Agreement shall be governed by and con-
strued in accordance with the 1aws of the State of Illinois.



8. This Agreement may be executed in any number of

counterparts,’each of which so executed shall be deemed to be ;

an original, and such counterparts together shall constitute
but one and the same contract, ‘which shall be suff1c1ently
ev1denced by any such orlglnal counterpart.

9. No recourse shall be had in respect of any
obllgatlon due under thlS Agreement, or referred to herein,
agalnst ‘any incorporator, stockholder, director or officer,
‘as such, past, present or future, of the partles hereto,
whether by virtue of any constitutional provision, statute or
rule of law, or by enforcement of any assessment or penalty
or otherwise, all such liability, whether at common law, in
gequlty, by any constitutional provision, statute or other-
wise, of such incorporators, stockholders, directors or
officers, as such, being forever released as a condition of
and as con51derat10n for the execution of this Agreement.

-~ It is expressly understood and agreed by and-
Jbetween the parties hereto, anything in this Agreement to the
contrary notwithstanding, that each and all of the repre-
sentations, undertakings and agreements heréin made on the
part of the Buyer are each and every one of them made and -
~intended not as personal representations, undertakings and
~agreements by First Security Bank of Utah, National Associ-
ation, or for the purpose or with the intention of binding
the said bank personally but are made and intended for the
purpose of binding only the Trust Estates as such term is used
in‘ the Trust Agreement, and this Agreement is executed and
delivered by the said bank solely in the exercise of the
powers expressly conferred upon the said bank as trustee
under the Trust Agreement; and that no personal liability or
personal responsibility is assumed by or shall at any time be
-asserted or enforceable against the said bank (except for the
wilful misconduct or gross negligence of said bank) or on
-account of any representation, undertaking or agreement of
“the .Buyer or the Owners, either expressed or implied, all
such personal liability, if any, being expressly waived and
released by the Seller and by all persons claiming by,
through or under the Seller; provided, however, that the
.Seller or any person claiming by, through or under the
Seller, making claim hereunder, may look to said Trust
Estates for satisfaction of the same.

IN WITNESS WHEREOF, the parties hereto, each
pursuant to due corporate authorlty, have caused this Agree-

N



ment to be signed in their respective corporate names by duly
authorized officers and their respective seals to be hereunto

affixed and duly attested, all as of the date first above
written, '

ILLINOIS CENTRAL GULF RAILROAD
‘COMPANY,

by

[Corporate Seall]

"Attest:
FIRST SECURITY BANK OF UTAH,
NATIONAL ASSOCIATION, not in its
individual capacity, but solely as
owner trustee,
ciffigjf — _ Zéy/z::;’____——————~.
V4 B 4
' Authorized/Officer -
[Seal]

Attest:
!

Authorizzd Officer



ment to be signed in. their respective corporate names by duly
authorized officers and their respectlve seals to be hereunto

affixed and duly attested, all as of the date first above -
wr1tten.

ILLINOIS CENTRAL GULF RAILROAD
COMPANY,‘

é z /@,é;t

VICE PRESIDENT

@/@’M SN

~ SECRETARY | | o
\ © FIRST SECURITY BANK OF UTAH,

NATIONAL ASSOCIATION, not in its
individual capacity, but solely as
owner trustee,

[Corporate Seal]

"Attest:

by

' AﬁthoriZed Officer
“[Seall

Attest:
!

Authorized Officer



STATE OF ILLINOIS,)
: A ) 88.:
COUNTY OF COOK, )

On thlS&HM' day of ’30‘9’ -, 1977, before me
personally appeared §.¢. Kowgee- , to me personally
- known, who, being by me duly sworn, says that he is
VICE PRESIDENT ©f ILLINOIS CENTRAL GULF RAILROAD COMPANY,
that one of the seals affixed to the foregoing instrument is
the corporate seal of said corporation, that said instrument
was signed and sealed on behalf of said cor-oration by
authorlty of its Board of Directors, and he acknowledged that
the execution of the foregoing instrument was the free act

‘and deed of said corporatlon.

Notary Pnbllc

My Commiésion expireS«NOVZB‘WSU S : f .

' [NOTARIAL SEAL]



STATE OF UTAH y )
) Ss.:
COUNTY OF SALT LAKE,)

On this/—/ ay of g;b&j/ , 1977, before me
personally appeared )((q J @,{,/c, + to me personally
known, who, being by me duly sworn, says that he isélutjji d
Al of FIRST SECURITY BANK OF UTAH, NATIONAL ASSOCIA=
T N, a national banking association, that one of the seals
affixed to the foregoing instrument is the seal of said
association, that said instrument was signed and sealed on
behalf of said association by authority of its Board of
‘Directors, and he acknowledged that the-execution of the
foregoing instrument was the free ‘act and deed of sald

assoc1at10n.
' o i NotaryéPﬁincy//
My Commission expires;;zﬁljlfés/;y

[NOTARIAL SEAL]
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HULK PURCHASE AGREEMENT

- EXHIBIT A

Quantity Description'

70
250
200

10

20

25

25

50 -

50

50

Insulated Box

Cushioned Underframe Box
Cushioned Underframe Box
Woodchip Hopper

41' Covered Hoppér

65' Gondola

Covered Hopper

Cushioned Underframe Double
Door Box

Standard Underframe Double
Door Box ‘

60' Flat

Hulk

Purchase
Price

$6,250
6,000
5,200

4,900

5,100

4,500

6,000
5,500

5,000

4,200

Total

Purchase

* Price
$437,500
1,500,000
1,040,000
49,000
102,000
112,500

150,000
275,000

250,000

210,000



ANNEX A
TO THE

- HOULK

PURCHASE

AGREEMENT

REHABILITATION AGREEMENT
dated as of July 1, 1977

between
ILLINOIS CENTRAL GULF RAILROAD COMPANY

and

FIRST SECURITY BANK OF UTAH, NATIONAL ASSOCIATION,
not in its individual capacity, but solely
as Owner Trustee under a Trust Agreement
dated -as of July 1, 1977,
. "~ with
NB5 Financial Services and The Budd Leasing Corp.

e



- REHABILITATION AGREEMENT dated as
of July 1, 1977, between ILLINOIS CENTRAL
GULF RAILROAD COMPANY (hereinafter called the
Contractor) ‘and FIRST SECURITY BANK OF UTaAH,
- NATIONAL ASSOCIATION, a national banking
association (hereinafter called the Company),
not in its individual capacity but solely
as owner trustee under a Trust Agreement
.dated as of the date hereof (hereinafter
called the Trust Agreement) with NB5
Financial Services and The Budd Leasing
Corp. (hereinafter called the Owners).

WHEREAS the Company has acquired right, title and
interest in certain units of used railroad equipment (here-
inafter called the Hulks), generally described in Schedule A
hereto, and more specifically to be described in the Bills
of Sale relating thereto, from the Contractor pursuant- to a
Hulk Purchase Agreement dated as of July 1, 1977 (hereinafter
called the Hulk Purchase Agreement); '

WHEREAS the Company desires to rehabilitate the
Hulks from materials acquired and owned by the Company or to
be purchased by the Contractor, as an independent contractor
acting on. behalf of the Company and owned by the Company,
and with materials, labor and other services to be paid for
by the Company to the Contractor in accordance with the
terms and subject to the conditions set forth herein,
such Hulks as so rehabilitated and at all stages during the
rehabilitation thereof (the rehabilitated equipment being
hereinafter called the Equipment) to be the property
of the Company;

WHEREAS the Company intends to lease the Equipment
to the Contractor as lessee (hereinafter sometimes referred
to as the Lessee) pursuant to a Lease Agreement dated as of
July 1, 1977, substantially in the form of Annex B to the
Hulk Purchase Agreement (hereinafter called the Lease):
and

WHEREAS the Company has requested the Contractor

" to rehabilitate the Hulks into units of the Equipment in
accordance with the specifications set forth in Schedule 8
hereto, title thereto and to all materials heretofore and
hereafter used in connection therewith to remain in the
Company throughout the period of rehabilitation and thereafter,
and the Contractor desires to perform such work for the
Company: '



NOW, THEREFORE, in consideration of the mutual
promises, covenants and agreements hereinafter set forth,
the parties hereto do hereby agree as follows:

ARTICLE 1. Rehabilitation of the Hulks. Subject
to the terms and conditions hereinafter set forth, the
Contractor, as an independent contractor, agrees to rehabi-
litate the Equipment for the Company as its property and
agrees to deliver the Equipment as hereinbelow provided,
and the Company agrees that it will pay the Contractor the
Rehabilitation Cost (as hereinafter defined) of the Equipment,
each Hulk of which will be rehabilitated in accordance with
the specifications referred to in Schedule B hereto and in
accordance. with such modifications thereof as may have been
agreed upon in writing by the Contractor and the Company
(which specifications and modifications, if any, are herein-
after called the Specifications) and will, at or before
delivery thereof to the Company or its duly appointed
representative pursuant to Article 2 hereof, have the
following ownership markings stencilled on each side thereof
in a conspicuous place in letters not less than one inch in
height: :

"OWNED BY A BANK OR TRUST COMPANY, AS TRUSTEE,
- UNDER A TRUST AGREEMENT AND SUBJECT TO A
LEASE FILED UNDER THE INTERSTATE
COMMERCE ACT, SECTION 20c"

- The Contractor agrees that the design, quality
and component parts of the Equipment will conform, on the
date of completion of rehabilitation thereof, to all Depart-
ment of Transportation and Interstate Commerce Commission
requirements and specifications and to all standards recom-
mended by the Association of American Railroads reasonably
interpreted as being applicable to the Equipment; provided,
however, that if any such requirements, specifications or
standards shall have been promulgated or amended after the
respective dates on which the Equipment was ordered, the
Rehabilitation Cost (as hereinafter defined) of the Equip-
ment affected thereby may be appropriately adjusted by
written agreement of the Contractor and the Company.

The Contractor agrees that in the rehabilitation
of the Hulks there shall be used exclusively articles,
supplies, materials and parts (hereinafter collectively
called materials) acquired and owned by the Company and
furnished to the contractor as an independent contractor
acting on behalf of the Company.



The Company hereby authorizes the Contractor to
act for the Company in the purchase, for the account of the
Company, of all materials necessary in the rehabilitation of
the Hulks, and the Contractor, as an independent contractor,
agrees to enter into.appropriate contracts, at the lowest
practicable prices, with the sellers of materials necessary
for the rehabilitation of the Hulks, the cost of such
materials to be part of the Rehabilitation Cost (as herein-
after defined). Complete legal title to such materials,
free and clear of any liens, claims or charges of any nature
whatsoever, shall be vested in the Company prior to the
delivery to the Company for acceptance of any unit of
Equipment of which such materials shall be a part. Every
contract for the purchase of such materials shall be entered
into by the Contractor as independent contractor and shall
expressly recite that: the purchase is for the Company and
that title to the materials upon purchase shall be vested
directly and solely in the Company. The Company agrees that
all title to and property in the materials purchased for the
rehabilitation of the Hulks shall be vested in the Company
free and clear of all liens, charges and other encumbrances
of any other kind and nature, whether of the Contractor or
others, and, except as specifically provided herein, the
Contractor hereby specifically waives any right it has or
may have to claim any lien or charges for any purpose
whatsoever upon the Hulks or upon any materials used in the
rehabilitation thereof. :

ARTICLE 2. Delivery. The Contractor will deliver
the Equipment to the Company, freight charges, if any, pre-
paid, at such point or points within the United States of
America as shall be determined by the mutual agreement of
the Contractor and the Company and in accordance with the
delivery schedule set forth in Schedule C hereto; provided,
however, that no unit of Equipment shall be delivered
- under this Agreement until the Lease shall have been filed
and recorded with the Interstate Commerce Commission in
accordance with Section 20c¢ of the Interstate Commerce Act.

: The Contractor represents and warrants that, at
the time of delivery, the Equipment will be railroad equip-
ment free and clear of all liens, claims or charges of any
nature whatsoever arising from acts of the Contractor and
that no amortization or depreciation will have been claimed
by any person with respect thereto. '



. The Contractor s obligation as to time of delivery
is subject to delays resulting from causes beyond the Con-
tractor's reasonable control, including, but not limited to,
acts of God, acts of government such as embargoes, priorities
and ‘allocations, war or war conditions, riot or civil commotion,
sabotage, strikes, labor shortages, differences with workmen,
accidents, fire, flood, explos1on, damage to plant, equipment
or facilities or delays in receiving necessary materials
or delays of carriers or subcontractors.

Notw1thstandlng the precedlng ‘provisions of this
Article 2, any unit of Equipment not delivered and accepted
on or before December 31, 1977, shall be excluded from this
Agreement and not included in the term "Equipment" as used
in this Agreement, and the Company shall be relieved of
its obligation to pay for such Equipment. In the event of
any such exclusion, the Contractor and the Company shall
execute an agreement supplemental hereto limiting this Agree-
ment. to the Equipment not so excluded herefrom and providing
for the assignment to the Contractor of all right, title
and interest of the Company in and to the materials owned
by the Company and furnished to the Contractor (including
the Hulks) or purchased by the Contractor on behalf of the
Company for utilization in the rehabilitation of the excluded
Equipment, and the Company shall take such other steps,
including the execution of instruments of transfer, as may
reasonably be requested by the Contractor for the purpose of
acknowledging and perfecting the interest of the Contractor
in any Hulk or partially rehabilitated unit of Equipment so
excluded from this Agreement or such materials and the
Company shall have no further obligation or liability in
respect of such Hulks or partially rehabilitated units of
Equipment so excluded or such materials.

The Equipment shall be subject to inspection and
-approval prior to delivery by an officer of the Lessee
designated by the Company as its authorized representative
for such purpose, and the Contractor shall grant to any such
representative reasonable access to its plant. From time to
time upon the completion of the rehabilitation of each unit
or a number of units of Equipment, each such unit shall
thereupon be presented to an authorized representative of
the Company for inspection at the Contractor's plant and, if
each such unit conforms to the Specifications and the other
requirements, specifications and standards set forth or
referred to in Article 1 hereof, such authorized representative
shall promptly execute and deliver to the Contractor, in



such number of counterparts or copies as.may be reasonably
requested, a certificate of acceptance (hereinafter called

a Certificate of Acceptance) stating that such unit or units
have been inspected and accepted on behalf of the Company
and are marked in accordance with Article 1 hereof; provided,
however, that the Contractor shall not thereby be relieved

of its warranty and indemnities contained in Articles 5 and 6
hereof. ' : :

_ On acceptance of each of .the units of Equipment,
pursuant to. this Article 2 on behalf of the Company as afore-
said, the Company assumes with respect thereto the responsibil-
ity and risk of loss or damage. Prior to such acceptance,
the Contractor shall have responsibility for and bear risk of
loss of or damage to the units of Equipment.

ARTICLE 3. Cost of Rehabilitation. The cost of
rehabilitation per unit of Equipment .is set Fforth in 4
Schedule C hereto. Such cost is subject to such increase or
decrease as may be or has been agreed to by the Contractor
and the Company. The term "Rehabilitation Cost" as used
herein shall mean the cost or costs as so increased or
decreased. The term "Cost of the Equipment" for any unit of
Equipment shall be deemed to constitute the Rehabilitation
Cost' and the Hulk Purchase Price (as defined in the Hulk
Purchase Agreement) of such unit.

. The Equipment shall be delivered and settled for
on one or more Closing Dates, on or prior to December 31,
1977, fixed as hereinafter provided (the Equipment being
settled for on a Closing Date being hereinafter called a
Group); provided, however, that each Group other than the
Group for which settlement shall be made on the final
Closing Date shall contain at least 10 units of Equipment.
Subject to the provisions of Article 4 hereof, the Company
hereby promises to pay or cause to be paid, in immediately
available funds to the Contractor, at such place in Chicago,
Illinois, or New York, New York, as the Contractor may
designate, on the Closing Date with respect to a Group, an
amount equal to the Rehabilitation Cost of all units of
Equipment in such Group as set forth in the invoices there-
for; provided, however, that at no time shall the aggregate
Rehabilitation Cost theretofore paid to the Contractor plus
the Rehabilitation Cost which is required to be paid on such
Closing Date exceed $ll,000,000.v '

The term "Closing Date" with respect to a Group of



Equipment shall mean each date specified by the Contractor
for settlement of a Group of Equipment, in a written notice
to the Company spec1fy1ng the Rehabilitation Cost of such
Group.

If on any Closing Date the aggregate Rehabilita-
tion Cost of the Equipment for which settlement has thereto-
fore been and is then being made under this Agreement would,
but for the provisions of this sentence, exceed $11,000,000
(hereinafter called the Maximum Rehabilitation Cost) (or
such higher amount as the Company may at its option agree to
prior to delivery of any unit of Equipment that, but for
such agreement, would otherwise be excluded from this
Agreement), the Contractor will, upon request of the Company,
execute an agreement supplemental hereto excluding from this
Agreement such unit or units then proposed to be settled for
and specified by the Company as will, after giving effect to
such exclusion, reduce such aggregate Rehabilitation Cost to
not more than the Maximum Rehabilitation Cost (or such
higher amount as aforesaid) and the Company shall take such
other steps, including the execution of instruments of
transfer, for the purpose of assigning to the Contractor all
right, title and interest of the Company in and to the
materials owned by the Company and furnished to the Contractor
or purchased by the Contractor on behalf of the Company for
utilization in the rehabilitation of the excluded Equipment,
and the Company shall take such other steps, including the
execution of instruments of transfer, as may reasonably be
requested by the Contractor for the purpose of acknowledging
and perfecting the interest of the Contractor in any unit of
Equipment so excluded from this Agreement or such materials
and the Company shall have no further obligation or liability
in respect of units of Equipment so excluded or such materials.

All payments provided for in this Agreement shall
be made in such coin or currency of the United States of
America as at the time of payment shall be legal tender for
payment of public and private debts.

ARTICLE 4. Conditions to Obligations of the
Company. The obligation of the Company to pay the Contractor
the Rehabilitation Cost for any unit of Equipment is subject
to (i) satisfaction of the conditions set forth in Sections
2 and 3 of the Hulk Purchase Agreement and (ii) satisfaction
of the conditions set forth in Section 25 of the Lease and
(iii) receipt by the Company on or before, but not more than
10 days before, the first delivery date (hereinafter the
"First Delivery Date") of any of the Hulks for rehabilitation
of the following:




, (a) an opinion of counsel for the Contractor,
dated such date, to the effect that: '

(i) this Agreement has been duly authorized,
executed and delivered by the Contractor, and
constitutes a legal, valid, binding and enforceable
agreement of the Contractor;

(ii) the Contractor has the full corporate

power, authority and legal right to enter into and

- perform its obligations under this Agreement, and
the execution, delivery and performance of this
Agreement has been duly authorized by all necessary

" corporate action on the part of the Contractor,
does not require any stockholder approval or
approval or consent of any trustee or holders of
any indebtedness or obligations of the Contractor,
or such required approvals and consents have
heretofore been duly obtained;

(iii) the Contractor is a corporation duly
incorporated, validly existing and in good standing
under the laws of the State of Delaware and is
duly qualified to do business and in good standing
in all other jurisdictions in which the business,
properties and activities of the Contractor require
such qualification;

(iv) neither the execution and delivery of
this Agreement nor the consummation of the trans-
actions herein contemplated or the fulfillment of,
or compliance with, the terms and provisions hereof
will conflict with, or result in a breach of, any
of the terms, conditions or provisions of the
certificate of incorporation (as amended) or the
by-laws (as amended) of the Contractor or of any
bond, debenture, note, mortgage, indenture,
agreement or other instrument to which it or its
property may be bound, or constitute (with the
giving of notice or' the passage of time or both) a
default thereunder;

(v) neither the execution and delivery by the
Contractor of this Agreement nor the consummation
of the transactions herein contemplated nor the
fulfillment of, or compliance with, the terms and
provisions hereof will conflict with, or result in



a breach of, any of the terms, conditions or
provisions of any law, or any regulation, order,
injunction or decree of any court or governmental
instrumentality or arbitrator;

(vi) no mortgage, deed of trust, claim, lien,
security interest or other encumbrance of any
nature whatsoever which now covers or affects any
property or interest therein of the Contractor now
attaches or hereafter will attach to any unit of
Equipment or in any manner affects or will affect
adversely the right, title and interest of the
Company therein;

A (vii) neither the execution and delivery by the
Contractor of this Agreement, nor the consummation
of any of the transactions by the Contractor con-
templated hereby requires the consent or approval
of, the giving of notice to, or the registration
with, or the taking of any other action in respect
of, the Interstate Commerce Commission or any other

- Federal, state, foreign or other governmental
authority or agency;

(viii) to the knowledge of such counsel, there
are no pending or threatened actions or proceed-
ings before any court, arbitrator, administrative
agency or governmental body which will materially
adversely affect the condition, business or opera-
‘tions of the Contractor or the ability of the
Contractor to perform its obligations under this
Agreement,

(b) A certificate of an officer of the Contractor,
dated as of such date, to the effect that the Contractor
is not in default under, and to his knowledge there is
no event which with the passage of time would place the
Contractor in default under, this Agreement, and to the
further effect that the representations and warranties
of the Contractor contained in Article 11 of this
Agreement are true and correct as of the date of such
certificate with the same effect as if made on such date.

The obligation of the Company to pay to the
Contractor the amounts required to be paid pursuant to
the second paragraph of Article 3 hereof on each Closing Date
with respect to the Group of Equipment for which settlement



is then being made is subject to the receipt by the Company
on or prior to such Closing Date of the following documents
with respect to the units of Equ1pment ‘being settled for on
such Closing Date:

- (1) an opinion of counsel for the Contractor,
dated such Closing Date, to the effect that at the time
of delivery to the Company of such units of Equipment,
title to such units was free from all claims, liens,
security interests and other encumbrances of the Con-
tractor or of any one claiming through the Contractor;

(ii) a statement from the Contractor to the
Company warranting to the Company that, at the time of
delivery of such units of Equipment, title to such
units was free of all claims, liens, security interests
and other encumbrances of the Contractor or of anyone
claiming through the Contractor; and covenanting to
defend the title to such units against demands of all
persons whomsoever based on claims of the Contractor or
anyone claiming through the Contractor;

(iii) a Certificate or Certificates of Acceptance
with respect to such units of Equipment as contemplated
by Article 2 hereof and Section 5 of the Lease; and

(iv) an invoice of the Contractor for such units
of Equ1pment accompanied by or having endorsed thereon
a certification by the Company as to its approval
thereof.

In addition to the foregoing conditions, the
Contractor shall not commence rehabilitation of any unit of
Equipment hereunder subsequent to, and the Company shall
have no obligation to pay the Rehabilitation Cost of any
unit of Equipment the rehabilitation of which has not
commenced prior to, receipt of a written notice from the
Company notifying the Contractor of (i) the occurrence of
any Event of Default, as defined in the Lease, or event
which with lapse of time and/or demand, could constitute
such Event of Default and (ii) the material falseness of any
of the representations and warranties of the Contractor made
by it in Article 11 of this Agreement at and as of the time
such representations and warranties were so made.
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ARTICLE 5. Contractor's Warranty of Materials
and Workmanship. The Contractor warrants that the units
of Equipment will be rehabilitated in accordance with the
Specifications and with the other requlrements, specifica-
tions and standards set forth or referred to in Article 1
above and warrants that the Equipment will be free from
defects in material and workmanship or design under normal
use and service for a period of one year from the date of
delivery thereof.

The Contractor further agrees that neither the
inspection as provided in Article 2 of this Agreement, nor
any examination or acceptance of any units of Equipment
as provided in said Article 2, shall be deemed a waiver or
modification by the Company of any of its rights under this
Article or Article 6.

ARTICLE 6. Indemnities. The Contractor agrees to
indemnify, protect and hold harmless the Company from and
against all losses, damages, injuries, liabilities, claims
and demands whatsoever, regardless of the cause thereof,
and expenses in connection therewith, including, but not
limited to, counsel fees and expenses, patent, trademark and
copyright liabilities, penalties and interest, arising out
of or as the result of the entering into or the performance
of this Agreement or the ordering, acquisition, ownership,
rehabilitation, assembly or delivery of any unit of Equipment
or any material utilized in connection therew1th or any
accident in connection therewith resulting in damage to
property or injury or death to any person or any breach of
warranty relating thereto. The indemnities arising under
this Article shall continue in full force and effect notwith-
standing the full payment of all obligations under this
Agreement or the expiration or other termination of this
Agreement.

ARTICLE 7. Notice. Any notice hereunder to the
party designated below shall be deemed to be properly served
if delivered or mailed to it at the following specified
addresses:

(a) to the Company, at 79 South Main Street,
Salt Lake City, Utah 84111, attention of Corporate
Trust Division, with a copy to Itel Capital Services
Corporation, One Embarcadero Center, San Francisco,
California 94111, attention of Contract Administration;
and ’ :
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(b) to the Contractor, at 233 North Michigan
Avenue, Chicago, Illinois 60601, attention of Treasurer,

or such other addresses as may have been furnished in writing
by such party to the other party to this Agreement.

ARTICLE 8. Assignments by the Contractor. All or
any of the rights, benefits or advantages of the Contractor
under this Agreement, including the right to receive the
Rehabilitation Cost of all units of Equipment, may be
assigned by the Contractor and reassigned by any assignee
at any time or from time to time; provided, however, that no
such assignment shall subject any such assignee to, or relieve
the Contractor from, any of the Contractor's warranties, indem-
nities or other obligations contained in this Agreement or
relieve the Contractor or a successor or successors to its
manufacturing property and business from any of its obliga-
tions to rehabilitate and deliver the Equipment in accordance
with the Specifications or to respond to its warranties,
indemnities or other obligations whether contained herein or
created by law, or relieve the Company of its obligations to
the Contractor under this Agreement, which, according to their.
terms and context, are intended to survive an a551gnment pro
vided, however, that except as otherwise provided in this
Agreement any security interest in each Group of the Equipment
assigned hereunder shall forthwith cease and terminate upon
payment to the Contractor or the assignee, as applicable, by
the Company of the amounts payable with respect to such Group
pursuant to Article 3 hereof and the Contractor and such
assignee will execute and deliver all documents and instru-
ments as the Company may reasonably request.

Upon any such assignment, either the assignor or
the assignee shall give written notice to the Company, together
with a counterpart or copy of such ass1gnment, stating the
identity and post office address of the assignee (if not
otherwise stated in the a351gnment), and such assignee shall
by virtue of such ass1gnment acquire all the Contractor's
right, title and interest in and to the rights, benefits
and advantages of the Contractor thereby a551gned sub]ect
only to such reservation as may be contained in such assign-
ment. From and after the receipt by the Company of the noti-
fication of any such assignment, all payments thereafter
to be made by the Company hereunder shall, to the extent
so assigned, be made to the assignee in such manner as it
may direct.
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ARTICLE 9. Assignment by the Company. All or
any portion of the rights, benefits or advantages of the
Company under this Agreement, including, without limitation,
(a) title to the materials utilized in the rehabilitation
of the Equipment, (b) the rlght to accept delivery of the
Equipment and to be named in the instrument of conveyance
therefor to be delivered by the Contractor, (c¢) the right
to receive any and all monies due or to become due to the
Company in respect of the Equipment and for all claims for
damages in respect of such Equipment arising as a result
of any default by the Contractor or for indemnification
under Article 6 hereof, and (d) all rights of the Company
to perform under this Agreement and compel performance of
the terms hereof, may be assigned by the Company and reas-
signed by any assignee at any time or from time to time.

Upon any such assignment, either the assignor or the assignee
shall give written notice to the Contractor, together with

a counterpart or copy of such assignment, stating the identity
and post office address of the assignee (if not otherwise
stated in the assignment), and such assignee shall by virtue
of such assignment acquire all the Company's right, title

and interest in and to the rights, benefits and advantages

of the Company thereby ass1gned subject only to such reserva-
tion as may be contained in such assignment.

ARTICLE 10. Defaults} In the event that any one
or more of the following events of default shall occur and
be continuing, to wit:

(a) the Company shall fail to pay in full, when
due and payable hereunder, any sum payable by the Com-
pany as herein provided for the Rehabilitation Cost of
the Equipment and such failure shall continue for more

than 10 days following the final date for such payment;
or

(b) the Company shall, for more than 30 days
after the Contractor shall have demanded in writing
performance thereof, fail or refuse to comply with any
covenant, agreement, term or provision of this Agreement
on its part to be kept or performed or to make prov151on
satisfactory to the Contractor for such compliance;
or

(c) the Company shall make or suffer any unauthor-
ized assignment or transfer of this Agreement or any
interest herein or any unauthorized transfer of the
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right to possession Qf'any unit of the Equipment;

then at any time after the occurrence of such an event of
default under this Agreement the Contractor shall have the
rights and remedies of a secured party provided in Article 9
of the Uniform Commercial Code as adopted by the State of
Illinois, and, in addition, those provided in this Agreement.

In case the Contractor shall rightfully demand pos-
session of the Equipment in pursuance of this Agreement upon
an event of default and shall reasonably designate a point or
points for the delivery of the Equipment to the Contractor,
the Company shall forthwith and in the usual manner cause
the Equipment to be moved to such point or points as shall
be designated by the Contractor and shall there deliver the
Equipment or cause it to be delivered to the Contractor, and,
at the option of the Contractor, the Contractor may keep the
Equipment on any lines or premises designated by the Contrac-
tor until the Contractor shall have leased, sold or otherwise
disposed of the same. Additionally, the Company shall take
such steps, upon the request of the Contractor, to confirm in
the Contractor all right, title and interest of the Company
"in and to the materials owned by the Company and furnished
to the Contractor but not yet paid for or purchased by the
Contractor on behalf of the Company for utilization in the
rehabilitation of the Hulks.

~ARTICLE 11. Contractor's Representations and War-
ranties. The Contractor represents and warrants as follows:

-(a) The Contractor is a corporation duly incorpo-
rated and validly existing and in good standing under
the laws of the State of Delaware, is duly qualified
to do business and is in good standing in such other
jurisdictions in which the business and act1v1t1es of
the Contractor require such qualification.

(b) The Contractor has full power, authority and.
legal right to carry on its business as now conducted,
and is duly authorized and empowered to execute and
deliver this Agreement and to fulfill and comply with
the terms, conditions and provisions hereof; this Agree-
ment has been duly authorized, executed and delivered
and, assuming due authorization, execution and delivery
thereof by the Company, constitutes a valid, legal and
binding agreement, enforceable in accordance with its
terms.

-
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(c) Neither the execution,and delivery of this
Agreement nor the consummation of the transactions
herein contemplated or the fulfillment of, or compli-
ance with, the terms and provisions hereof will con-
flict with, or result in a breach of, any of the terms,
conditions or provisions of the certificate of incor-
poration (as amended) or the Ly-laws (as amended) of
the Contractor or of any bond, debenture, note, mortgage,
indenture, agreement or other instrument to which the
Contractor is now a party or by which it or its property
may be bound, or constitute (with the giving of notice
or the passage of time or both) a default thereunder, or
result in the creation or imposition of any lien, charge,
security interest or other encumbrance of any nature
whatsoever upon any property of the Contractor or upon
the Hulks or the units of Equipment pursuant to the
terms of any such agreement or instrument.

(d) Neither the execution and delivery by the Con-
tractor of this Agreement nor the consummation of the
transactions herein contemplated nor the fulfillment of,
or compliance with, the terms and provisions hereof
will conflict with, or result in a breach of, any of the
terms, conditions or provisions of any law, or any
regulation, order, injunction or decree of any court of
governmental 1nstrumenta11ty or arbitration.

(e) No authorization or approval is required from
any governmental or public body or authority in connec-
tion with the execution and delivery by the Contractor
of this Agreement, or the fulfillment of or compliance
with the terms, conditions and provisions hereof.

(f) The Contractor has not directly or indirectly
offered or sold any interest in this Agreement or any
securities to, solicited offers to buy any interest in
this Agreement or any securities from, or otherwise
approached or negotiated in respect of the purchase or
sale or other disposition of any interest in this
Agreement or securities with, any person so as to bring
this transaction within the provisions of Section 5 of
the Securities Act of 1933, as amended. The Contractor
will not offer any interest in this Agreement or any
securities to, or solicit any offer to buy any thereof
from any other person or approach or negotiate with any
other person in respect thereof, so as.to bring this
transaction within the provisions of Section 5 of said
Securities Act.
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ARTICLE 12. Article Headings. All article head-
ings are inserted for convenience only and shall not affect
the construction or interpretation of this Agreement.

ARTICLE 13. Effect and Modification of Agreement.
This Agreement and the Schedules attached hereto, exclusively
and completely state the rights and agreements of the Con-
tractor and the Company with respect to the rehabilitation
of the Hulks and supersede all purchase agreements, pur-
chase orders and other agreements, oral or written, with
respect to the rehabilitation of the Hulks. No varia-
tion of this Agreement and no waiver of any of its provi-
- sions or conditions shall be valid unless in writing and
duly executed on behalf of the Company and the Contractor.

ARTICLE 14. Law Governing. The terms of this
Agreement and all rights and obligations hereunder shall be
governed by the laws of the State of Illinois.

ARTICLE 15. Successors and Assigns. As used -
herein the terms Contractor and Company shall be deemed to
include the successors and assigns of the Contractor and

“the Company, as the case may be.

ARTICLE 16. Execution. This Agreement may be
simul taneously executed in any number of counterparts, each
of which when so executed shall be ‘deemed to be an original,
and such counterparts together shall constitute but one and
the same contract, which shall be sufficiently evidenced
by any such original counterpart. Although this Agreement
is dated for convenience as of the date specified in the
introductory paragraph of this Agreement, the actual date
or dates of execution hereof by the parties hereto is or
are, respectively, the date or dates stated in the acknowl-
edgments hereto annexed.

ARTICLE 17. Immunities. No recourse shall be
had in respect of any obligation due under this Agreement,
or referred to herein, against any incorporator, stock-
holder, director or officer, as such, past, present or
future, of the parties hereto, whether by virtue of any
constitutional provision, statute or rule of law, or by
enforcement of any assessment or penalty or otherwise, all
'such liability, whether at common law, in equity, by any
constitutional provision, statute or otherwise, of such
incorporators, stockholders, directors or officers, as such,
being forever released as 'a.condition of and as consideration
for the execution of this Agreement.
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It is expressly understood and agreed by and
between the parties hereto, anything in this Agreement to
the contrary notwithstanding, that each and all of the repre-
sentations, undertakings and agreements herein made on the
part of the Company are each and every one of them made and
intended not as personal representations, undertakings and
agreements by First Security Bank of Utah, National Association,
or for the purpose or with the intention of binding the said
bank personally but are made and intended for the purpose of
binding only the Trust Estates as such term is used in the
Trust Agreement, and this Agreement is executed and delivered
by the said bank solely in the exercise of the powers
expressly conferred upon the said bank as trustee under the
Trust Agreement; and that no personal liability or personal
responsibility is assumed by or shall at any time be asserted
or enforceable against the said bank (except for the willful
misconduct or gross negligence of said bank) or on account
of any representation, undertaking or agreement of the
Company or the Owners, either expressed or implied, all such
personal liability, if any, ' being expressly waived and
released by the Contractor and by all persons claiming by,
through or under the Contractor; provided, however, that the
Contractor or any person claiming by, through or under the
Contractor, making claim hereunder, may look to said Trust
Estates for satisfaction of the same.

IN WITNESS WHEREOF, the parties hereto, each pur-
suant to due corporate authority, have caused these presents
to be signed in their respective corporate names by duly
authorized officers and their respective corporate seals to
be hereunto affixed and duly attested, all as of the day,
month and year first above written.

ILLINOIS CENTRAL GULF RAILROAD
COMPANY,

[Corporate Seal] : by

Attest:




[Seall

Attest:

Authorized Officer
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FIRST SECURITY BANK OF UTAH,
NATIONAL ASSOCIATION, not in its
individual capacity, but solely
as Owner Trustee,

by

Authorized Officer



STATE OF ILLINOIS, )

) Ss.:
COUNTY OF COOK, )
On this day of . 1977, before me per-
sonally appeared , to me personally known,
who being by me duly sworn, says that he is of

ILLINOIS CENTRAL GULF RAILROAD COMPANY, that one of the
seals affixed to the foregoing instrument is the corporate
seal of said corporation, that said instrument was signed
and sealed on behalf of said corporation by authority of its
Board of Directors and he acknowledged that the execution of
the foregoing instrument was the free act and deed of said
corporation.

Notary Public

My commission expires

[NOTARIAL SEAL]



-STATE OF UTAH, )
) ss.:
COUNTY OF SALT LAKE, )

On this day of 1977, before me per-
sonally appeared , to me personally known,
who being by me duly sworn, says that he is
of FIRST SECURITY BANK OF UTAH, NATIONAL ASSOCIATION, a
national banking association, that one of the seals affixed
to the foregoing is the seal of said association, that said
instrument was signed and sealed on behalf of said associa-
tion by authority of its Board of Directors and he acknowl-
edged that the execution of the foregoing instrument was the
free act and deed of said association.

Notary Public

My commission expires

[NOTARIAL SEAL]



SCHEDULE A

Quantity Description

70 Insulated Box
250 Cushioned Underframe Box
200 - Cushioned Underframe Box
10 Woodchip Hopper

20 41’ Covered Hopper

25 : 65" Gondola

25 " Covered Hopper

50 | : Cushioned Underframe

. Double Door Box

50 Standard Underframe
: Double Door Box

50 - 60' Flat



Quantity

SCHEDULE C

. Type
70-ton Insulated Box 70
70-ton CUF Box 250
70-ton CUF Box 200
70-ton Woodchip 10
Hopper
70-ton 41 20

Covered Hopper
70-ton 65' Gondola 25

‘. 100-ton Covered Hopper 25

70-ton CUF D/D Box 50
70-ton SUF D/D Box 50
.70—ton 60' Flat 50

750

. CUF--Cushioned Underframe

SUF--Standard Underframe
D/D~-Double Door

$10,840,000

Hulk Purchase Price Rehabilitation Cost Total Cost Schedule of

Per Unit Total Per Unit Total Per Unit Total Delivery
$6,250 $437,500 317,250 $1,207,500 $23,500 $1,645,000 August-December
6,000 1,500,000 14,000 3,500,000 20,000 5,000,000 August-December
5,2b0 1,040,000 14,900 2,980,000 20,100 4,020,000 Augusﬁ—December
4,900 49,000 9,800 98,000 14,700 147,000 August-December

| 5,100 102,000 9,100 182,000 14,200 284,000 August-December
4,500 112,500 11,000 275,000 " 15,500 387,500 August-December
6,000 150,000 14,100. 352,500 20,100 502,500 August-December
5,500 275,000 16,900 '845,000‘ 22,400 1,120,000 August-December
5,000 250,000 _19,000 950,000 24,000. 1,200,000 August-December
4,200 .210,000 9,000 450,000 13,200 660,000 August-December

$4,126,000 §TET§€€7666

1977

1977

1977

1977
1977

1977
1977
1977
1977

1977



ANNEX B
TO HULK PURCHASE AGREEMENT

LEASE AGREEMENT
dated as of July 1, 1977
between
ILLINOIS CENTRAL GULF RAILROAD COMPANY
~and

FIRST SECURITY BANK OF UTAH, NATIONAL ASSOCIATION,
' not in its individual capacity, but solely
as Owner Trustee under a Trust Agreement
~dated as of July 1, 1977, with
NB5 Financial Services
-and -
The Budd Leasing Corp.




LEASE AGREEMENT

LEASE AGREEMENT dated as of July 1, 1977,
between FIRST SECURITY BANK OF UTAH, NATIONAL
ASSOCIATION, a national banking association
("Lessor"), not in its individual capacity but .
solely as trustee under a Trust Agreement (the
"Trust Agreement") dated as of the date hereof
with NBS5 Financial Service and The Budd Leasing
Corp. ("Owners"), and ILLINOIS CENTRAL GULF

- RAILROAD COMPANY, a Delaware corporatlon
("Lessee").

1. LEASE OF EQUIPMENT

Lessor hereby agrees to lease to Lessee, and Lessee
hereby agrees to lease from Lessor, upon the terms and condi-
tions hereinafter set forth certain railroad cars (the "Cars")
(the Cars being hereinafter sometimes referred to as the "Equip-
ment" and each such Car being sometimes referred to as a "unit"
or a "unit of Equipment") described in Exhibit A hereto.
Deliveries of Cars shall be in minimum groups of ten units,
except for the final delivery. The aggregate cost for the
acquisition, rehabilitation and delivery of all the Cars
("Lessor's Cost of Cars") shall not exceed $15,000,000.

2. REHABILITATION OF CARS

(a) Lessor has agreed under a Hulk Purchase Agree-
ment dated as of the date hereof (the "Hulk Purchase Agreement"),
between Lessee and Lessor to purchase from Lessee, in order
to secure reusable components, the following used cars for
the following purchase prices:

Purchase
No. of Cars Type of Cars Price per Car

70 Insulated Box - $6,250
250 Cushioned Underframe Box 6,000
200 Cushioned Underframe Box 5,200 .
10 Woodchip Hopper 4,900
20 41' Covered Hopper 5,100
25 65' Gondola 4,500
25 Covered Hopper 6,000

50 Cushioned Underframe
Double Door Box _ 5,500



: . Purchase
No. of Cars Type of Cars Price per Car
50 Standard Underframe
Double Door Box 5,000
50 60' Flat - 4,200
Aggregate Purchase Price .veesesosces $4,126,000

Such purchase price shall hereinafter be referred to as the
"Cars Acquisition Cost". Such reusable components will be
conveyed by Lessee to Lessor by bills of sale (the "Bills of
'~ Sale"). '

(b) Lessee, in the capacity of an independent
contractor has agreed under a Rehabilitation Agreement
dated as of the date hereof (the "Rehabilitation Agreement")
to rehabilitate for Lessor cars using, where possible, such
parts as may be obtained from the used cars referred to in
Section 2(a) above in order to produce the following cars for
lease as units of Equipment hereunder at the following
rehabilitation price:

_ ' Rehabilitation
Number Type of Cars ' Price Per Car
70 Insulated Box : $17,250
250 Cushioned Underframe Box ‘ 14,000
200 Cushioned Underframe Box 14,900
10 'Woodchip Hopper 9,800
20 41' Covered Hopper 9,100
25 65' Gondola . 11,000
25 Covered Hopper ' 14,100
50 Cushioned Underframe
' Double Door Box 16,900
50 Standard Underframe
Double Door Box 19,000
50 60' Flat 9,000

Aggregate Rehabilitation Price ... $10,840,000
Such rehabilitation pricevshall hereinafter be referred to as
the "Rehabilitation Cost".
3. LEASE TERM

The term of lease under this Lease Agreement of
each Car shall commence on the date of delivery of such Car



to Lessee and shall end on January 15, 1990, unless sooner
terminated as herein provided.

4. RENT, NET LEASE

Lessee agrees to pay to Lessor, as rental for each
unit subject to this Lease, one interim rental payment
payable on January 15, 1978, and 24 consecutive payments
payable on each January 15 and July 15 in each year,
commencing July 15, 1978. The interim rental payment
payable on January 15, 1978, shall be in an amount equal to
.032610% of Lessor's Cost of Cars subject to this Lease, for
each day elapsed from the Closing Date for such unit to and
including the date of such payment. The next 24 rental
payments shall each be in an amount equal to 5.8698% of the
Cost of Cars then subject to this Lease. All rent and other
amounts due from Lessee to Lessor shall be paid to Lessor in
immediately available funds on the date such payment is due,
at Lessor's office at: 79 South Main Street, Salt Lake:
City, Utah 84111, or at such other place as Lessor shall
specify in writing. In the event any rent or other amounts
due hereunder shall not be made promptly when due, Lessee
shall pay Lessor, as additional rent hereunder, interest on
such overdue amount from the due date thereof to the date of
payment thereof at a rate equal to the lesser of (i) 10% per
annum or (ii) the maximum rate permitted by law.

This Lease Agreement provides for a net lease and
the rent and other amounts due hereunder from Lessee to
Lessor shall not be subject to any defense, claim, reduction,
set-off or adjustment for any reason whatsoever. Lessee
shall promptly pay all costs, expenses and obligations of
every kind and nature incurred in connection with the use or
operation of the Equipment which may arise or be payable
during the lease term of such Equipment hereunder, whether or
not such cost, expense or obligation is specifically referred
to herein.

5. PAYMENTS FOR EQUIPMENT’

Lessor shall from time to time on or before Decem-
ber 31, 1977 (but not more than once in any week), make such
payments as Lessee may request under a Certificate of Accep-
tance in the form of Exhibit B hereto (a "Certificate of
Acceptance") for the purchase of the used cars under the
Hulk Purchase Agreement and for the rehabilitqtion of the



cars under the Rehabilitation Agreement, subject to the
conditions respectively set forth in the Hulk Purchase
Agreement and the Rehabilitation Agreement. Each such
Certificate of Acceptance (except the last) shall cover not
less than ten Cars. ' '

i

6. ACCEPTANCE OF EQUIPMENT

Acceptance of a unit of Equipment by Lessee under a
Certificate of Acceptance shall constitute Lessee's acknowl-
edgement that a unit of Equipment is in good order and condi-
tion; is of the manufacture, design and capacity selected by
Lessee and specifications acceptable to Lessee; and is
suitable for Lessee's purposes. If Lessee has not accepted
all of the Cars by December 31, 1977, then this Lease
Agreement shall cover only those units of Equipment which
have theretofore been so accepted.

7. DISCLAIMER OF LESSOR'S WARRANTIES

Lessee agrees and acknowledges that all units of
Equipment have been or will be ordered and rehabilitated by
the Contractor in accordance with Lessee's specifications
and that LESSOR HEREBY DISCLAIMS ANY OTHER REPRESENTATION OR
WARRANTY, EITHER EXPRESS OR IMPLIED, AS TO ANY MATTER
WHATSOEVER, INCLUDING WITHOUT LIMITATION, THE DESIGN OR
CONDITION OF THE EQUIPMENT, MERCHANTABILITY, OR ITS FITNESS
FOR ANY PARTICULAR PURPOSE, THE QUALITY OF WORKMANSHIP OF THE
EQUIPMENT OR CONFORMITY OF THE EQUIPMENT TO THE PROVISIONS
AND SPECIFICATIONS OF ANY PURCHASE ORDER OR ORDERS RELATING
THERETO, NOR SHALL LESSOR BE LIABLE FOR INCIDENTAL OR
CONSEQUENTIAL DAMAGES (INCLUDING STRICT LIABILITY IN TORT).
Lessor shall, at Lessee's sole expense, take all action
reasonably requested by Lessee to make available to Lessee
to the fullest extent possible any rights of Lessor with
respect to the Cars under any express or implied warranties
it may have under the Rehabilitation Agreement (including
any warranties relating to any material acquired for the
rehabilitation of the Cars).

8. LESSEE'S WARRANTIES

Lessee represents and warrants that:



(a) Lessee is a corporation duly organized and
existing in good standing under the laws of the State of
Delaware.

(b) Lessee is duly authorized to execute and
deliver the Hulk Purchase Agreement, the Bills of Sale
and this Lease Agreement, and is and will continue to be .
duly authorized to lease Equipment hereunder and to
perform its obligations hereunder and thereunder.

(c) The execution and delivery of the Hulk Purchase
Agreement, the Bills of Sale and this Lease Agreement
by Lessee, and the performance by Lessee of its obliga-
tions hereunder and thereunder, do not and will not
conflict with any provision of law or of the charter
or by-laws of Lessee or of any indenture, mortgage, deed
of trust or agreement or instrument binding upon Lessee
or to which Lessee is a party.

(d) The execution, delivery and performance of the
Hulk Purchase Agreement, the Bills of Sale and this
Lease Agreement by Lessee and the consummation by Lessee
of the transactions contemplated hereby and thereby do
not require the consent, approval or authorization of,
or notice to, any Federal or state governmental author-
ity or public regulatory body. Additionally, this Lease
Agreement will be recorded with the Interstate Commerce
Commission ("ICC") in accordance with Section 20c of the
Interstate Commerce Act.

(e) Lessee's financial statement as at December 31,
1976, a copy of which has been furnished to Lessor, has
been prepared in conformity with the Uniform System of
Accounts for Railroad Companies prescribed by the ICC
applied on a basis consistent with that of the preceding
fiscal year and presents fairly the financial position
of Lessee as at the date thereof, and the results of its
operations for the period then ended and since such
date there has been no material adverse change in its
financial p051t10n.

(f) The Hulk Purchase Agreement, the Bill of Sale
and this Lease Agreement are the legal, valid and bind-
ing obligations of Lessee enforceable in accordance
with their respective terms.

(g) There are no pending or threatened actions or
proceedings before any court or administrative agency



which will to a material extent adversely affect the
financial condition or continued operation of Lessee and
its subsidiaries on a consolidated basis (except as
previously disclosed in writing by Lessee to Lessor).

(h) The fair market value of the reusable compo-
nent parts included in each used car to be purchased by
Lessor under the Hulk Purchase Agreement and the Bills
of Sale is not in excess of the Cars Acquisition Cost
for such Car and the fair market value of each Car after
the rehabilitation thereof shall be at least equal to
the total of the Cars Acquisition Cost plus the Rehabili-
tation Cost for such Car.

(i) Each Car will constitute "new Section 38
property" within the meaning of Section 48(b) of the
Internal Revenue Code of 1954, as amended, to the extent
of the Rehabilitation Cost therefor.

(j) Each Car, on the date of delivery thereof, will
have an estimated useful life beyond the expiration of
the original term of lease under this Lease Agreement

. for such unit of Equipment equal to at least 25% of such
original term, and an estimated fair market value at the
end of such lease term of at least 20% of the total of

- Cars Acquisition Cost plus the Rehabilitation Cost for
such Car, without including in such fair market value
any increase or decrease for inflation or deflation dur-
ing the term of the lease for such unit of Equipment.

(k) The Equipment will not be used in connection
with the performance of any prime government contract,
or subcontract or purchase order thereunder, with

~respect to which the provisions of the Renegotlatlon Act
of 1951, as amended are applicable.

9., OWNERSHIP, LOCATION, USE OF AND LIENS ON EQUIPMENT

(a) The Equipment shall be the exclusive property
of Lessor, and Lessee shall have no rights therein except the
right to use it so long as Lessee is not in default here-
under. It is the intention of the parties hereto that the
Equipment shall be and remain personal property and Lessee
shall not permit the Equipment to become or remain a fixture
to any real estate or an accession to any personalty not
leased hereunder.



(b) Lessee agrees that the Equipment will be used
solely in the conduct of its business, with due care to
prevent injury thereto or to any person or property and in
conformity with all applicable laws, ordinances, rules,
regulations and other requirements of any insurer or govern-
mental body (including, without limitation, any requirements
regarding licensing or registration, or evidencing title to
the Equipment, all of which shall be done in such manner as
shall have previously been approved in writing by Lessor).
Lessor, or any duly authorized representative thereof, may
at its own risk and upon reasonable notice to the Lessee and
during reasonable business hours from time to time inspect
the Equipment and Lessee's records with respect thereto
wherever the same may be located.

(c) Lessee agrees to comply in all respects with
all laws of the jurisdictions in which the units may be
operated, ‘with the interchange rules of the Association of
American Railroads, if applicable, and with all lawful rules
of the Department of Transportation and the ICC and any
other legislative, executive, administrative or judicial
body exercising any power or jurisdiction over the units.

In the event that such laws or rules require the alteration
of the units or in case any equipment or appliance on any
such unit shall be required to be changed or replaced, or in
case any additional or other equipment or appliance is
required to be installed on such unit in order to comply
with such laws, regulations, requirements and rules, Lessee
agrees to make such alterations, changes, additions and
replacements at its own expense; and Lessee agrees at its
own expense to use, maintain and operate such unit in full
compliance with such laws, regulations, requirements and
rules so long as the units are subject to this Lease Agree-
ment; provided, however, that Lessee may, in good faith,
contest the validity or application of any such law, regu-
lation, requirement or rule in any reasonable manner

which does not adversely affect the property or rights of
the Lessor hereunder; and further provided, however, that
subject to the provisions of Section 15 hereof any additions
to the units which can be removed without material damage to
the units shall be so removed and shall become the property
of Lessee on the termination of this Lease Agreement.

(d) Lessee shall not permit any lien, charge,
encumbrance, security interest or other similar interest to
arise or remain on any Equipment other than (i) liens placed
by Lessor or liens of persohg claiming against Lessor but not



Lessee, which arise out of obligations which Lessee is not
required by this Lease Agreement to pay or discharge, (1ii)
liens of current taxes not delinquent, (iii) inchoate
materialmen's or mechanics'. liens arising in the ordinary
course of business and not delinquent, and (iv) any liens
attaching to the leasehold interest of the Lessee under this
Lease Agreement by reason of any existing or future mortgage
to which the Lessee is a party covering substantially all of
Lessee's railroad property. :

(e) Lessee shall place and maintain on each side
of each Car a notice (in letters not less than one inch in
height) conspicuously disclosing Lessor's ownership thereof
as follows:

"OWNED BY A BANK OR TRUST COMPANY, AS TRUSTEE, UNDER
A TRUST AGREEMENT AND SUBJECT TO A LEASE FILED UNDER
THE INTERSTATE COMMERCE ACT, SECTION 20c"

or'othef appropriate words designated by Lessor, with appro-

" priate changes thereof and additions thereto as from time to

time may be required by law in order to protect the title of
Lessor to such unit and the rights of Lessor under this Lease
Agreement. Lessee will not place any such unit in operation
or exercise any control or dominion over the same until such
names and words shall have been so marked on both sides

thereof and will replace promptly any such names and word or

words which may be removed, defaced or destroyed. Lessee
- shall maintain and display in its usual manner on each unit

of Equipment the serial and other identifying numbers, if any,
set forth on the applicable Certificate of Acceptance. Les-
see will not change the identifying number of any Car except
in accordance with a statement of new identifying numbers to
be substituted therefor, which statement previously shall
have been filed with Lessor by Lessee and filed, recorded or
deposited by Lessee in all public offices where this Lease
Agreement shall have been filed, recorded or deposited.
Except as above prov1ded ‘Lessee, so long as this Lease
Agreement shall remain in effect, will not allow the name of
any person, association or corporation to be placed on the
units as a designation that might be interpreted as a claim
of ownership; provided, however, that Lessee may cause the
units to be lettered with the names or initials or other
insignia customarily used by Lessee or its affiliates on
railroad equipment used by them of the same or a similar
type for convenience of identification of their right to use
the units as permitted under this Lease Agreement.




10. MAINTENANCE OF EQUIPMENT

Lessee shall at all times keep the Equipment in
good repair and efficient condition and working order,
reasonable wear and tear excepted. Lessee shall supply all
parts, service, and other items required in the operation and
maintenance of the Equipment. Lessee shall not, without the
written consent of Lessor, make any additions to the Equip-
ment, All parts, replacements, substitutions and additions
to or for any Equipment shall immediately become Equipment
and the property of Lessor; provided, however, that, subject
to the provisions of Section 15 hereof, any additions to the
units which can be removed without material damage to the
units shall become the property of Lessee on the termination
of this Lease Agreement. Lessee assumes all risk of, and
Lessee's obligations under this Lease Agreement shall
continue unmodified despite, any loss, theft, destruction,
damage, condemnation, requisition or taking by eminent
domain or other interruption or termination of use of any
Equipment regardless of the cause thereof.

11. EVENT OF LOSS

(a). Upon the happening of any loss, theft,
destruction, damage, condemnation, requisition, taking by
eminent domain or other material interruption or termination
of use of any unit of Equipment regardless of the cause
thereof (herein collectively called an "Event of Loss"),
Lessee shall promptly make all repairs necessary to restore
or repair such unit of Equipment so that the Equipment
thereafter subject to lease hereunder is substantially
equivalent to, and of a value not less than, the Equipment
subject to lease hereunder prior to such Event of Loss;
or, if in the reasonable opinion of the Lessee, such unit of
Equipment cannot be so repaired or is permanently unfit for
service on the next rent payment date following such Event
of Loss, furnish Lessor with an affidavit of an officer of
Lessee setting forth the fact of such Event of Loss and pay
to Lessor the Stipulated Loss Value (as defined in Exhibit C
hereto, determined as of such next subsequent rent payment
date) of such unit of Equipment, together with (i) any rent
accrued and unpaid on such unit of Equipment to and includ-
ing such rent payment date and (ii) any other amounts owing
by Lessee hereunder, whether as additional rent, indemnifi-
cation or otherwise. Lessor shall transfer to Lessee title
to such unit of Equipment free of any liens or encumbrances
created by or through Lessor. Upon such transfer the lease
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of such unit of Equipment hereunder shall end.

(b) When Lessee has fulfilled the requirements of
paragraph (a) regarding an Event of Loss, Lessor shall (if no
event of default, or event which might mature into an event.
of default, has occurred and is continuing) reimburse Lessee
for its costs thus incurred to the extent of any proceeds
received by Lessor because of such Event of Loss either under
any policies of insurance provided for in Section 12 or as
satisfaction of any claim (other than one to which an insurer
is or may be subrogated) by Lessor against any person or
. pérsons liable in respect of such Event of Loss, after
subtracting in each instance all costs and expenses, includ-
ing (without limitation) reasonable legal fees and expenses,
incurred by Lessor and not otherwise reimbursed by Lessee in
respect thereto.

12, INSURANCE

(a) Lessee will cause to be carried and maintained
at all times during the term of this Lease Agreement physical
damage and liability insurance covering the Equipment, naming
Lessor as an additional insured with respect to liability insur-
ance and as an additional loss payee with respect to physical
damage insurance, in such amounts and in such form as is com-
monly maintained on comparable equipment by companies simi-
larly situated. Lessee currently maintains the insurance cov-
erage described in Exhibit D. Such insurance policy or poli-
cies shall provide that all losses thereunder will be
adjusted with Lessee or Lessor and will be payable to Lessor
and Lessee as their respective interests shall appear.

(b) The policies of insurance required under this
Section 12 shall be valid and enforceable policies, wherever
any unit of the Equipment may be located, issued by insurers
of recognized responsibility. Upon the execution of each
Certificate of Acceptance, and thereafter not less than 10
days prior to the expiration dates of any expiring policies
theretofore furnished under this Section 12, certificates
of insurance and satisfactory evidence of the payment of
premiums thereon shall be delivered by Lessee to Lessor.
Such policies may be blanket policies covering other equip-
ment not covered by this Lease Agreement, provided that any
blanket policy shall in an accompanying certificate of
insurance or rider specifically designate the units of



11

Equipment described in- such Certificate of Acceptance as
being included therein and covered thereby to the full
extent of the amounts herein required and shall name Lessor
as an additional insured party thereunder with respect to
such units of Equipment. All such policies shall contain an
agreement by the insurers that such policies shall not be
canceled without at least 30-days' prior written notice to
Lessor; provided, however, that such agreement for such
30-days' notice is obtainable through the reasonable efforts
of Lessee; provided further, however, that if such agreement
for such notice 1s not so obtainable, such policies shall
contain an agreement by the insurers that such p011c1es
shall not be canceled without at least 10-days' prior
written notice to Lessor. All such policies shall contain
an agreement by the insurers that the insurer will give
notice to Lessor in the event of nonpayment of premium by
Lessee when due.

13. TAXES

Lessee agrees to pay and discharge (and does hereby
agree to indemnify and hold Lessor harmless from and against)
all sales, use, personal property, leasing, leasing use, '
stamp or other taxes, levies, imposts, duties, charges or
withholdings of any nature (together with any penalties,
fines or interest thereon) imposed against Lessor, Lessee or
the Equipment by any Federal, state or local government or
taxing authority upon or with respect to the Equipment or
upon the purchase, rehabilitation, ownership, delivery,
lease, possession, use, operation, return, sale or other
disposition thereof hereunder or in connection herewith, or
upon the rentals, receipts, or earnings arising therefrom, or
upon or with respect to this Lease Agreement (excluding,
however, taxes on, or measured by, the net income of  Lessor
imposed by the United States or the jurisdiction in which the
principal office of Lessor is located) unless, and to the
extent only that, any such tax, levy, impost, duty, charge or
withholding is being contested by Lessee in good faith and by
appropriate proceedings. Lessee agrees to file, on behalf
of Lessor, all required tax returns and reports concerning
the Equipment with all appropriate governmental agencies and
to furnish Lessor upon reasonable request a copy of each such
return or report, including evidence of payment, within 30
days after the due date of such filing. To the extent that
any taxes hereinabove referred to in this Section 13 are
included in Lessor's Cost of Cars for any unit, Lessee shall
not be obligated under this Sectlon 13 for indemnification
with respect to such taxes.
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14. INDEMNIFICATION AND EXPENSES

(a) Lessee agrees to and does hereby indemnify
and hold Lessor and its agents, employees, stockholders,
officers and directors, harmless from and against any and
all expense, liability or loss whatsoever, including (with-
out limitation) reasonable legal fees and expenses, relating
to or in any way arising out of the Hulk Purchase Agreement,
the Rehabilitation Agreement, the Bills of Sale or this
Lease Agreement, or the purchase, ownership, delivery,
‘lease, possession, rental, use, operation, return, sale
or disposition of the Equipment hereunder or in connection
herewith (including, without limitation, expense, liability
or loss relating to or in any way arising out of injury to
persons or property, patent or invention rights or strict or
absolute liability in tort). Lessor shall give Lessee and
Lessee shall give Lessor notice of any event or condition
which requires indemnification by Lessee hereunder, or any
allegation of such event or condition, promptly upon obtain-
ing knowledge (in the case of Lessor, actual knowledge by
its trust office) thereof, and to the extent that Lessee
makes or provides to the satisfaction of Lessor for payment
under the indemnity provisions hereof, Lessee shall be
subrogated to Lessor's rights with respect to such event or
condition and shall have the right to determine the settle-
ment of claims thereon, it being agreed that except to the
foregoing extent, Lessor shall have the right to determine
such settlement. Lessee shall pay all amounts due hereunder
promptly on notice thereof from Lessor.

(b) If as to any Car, Lessor shall not be entitled
~under any circumstances (including any Change in Tax Law, as
hereinafter defined) other than as set forth in paragraph (d4)
below to any portion or all of the maximum 10% investment
credit presently allowable under Section 38(a) of the Inter-
‘nal Revenue Code of 1954, as amended, for property with a
useful life of more than seven years on not less than the
Rehabilitation Cost for such unit of Equipment, or if at any
time Lessor shall lose, have recaptured or be deemed not to
be entitled to any portion or all of said maximum investment
- credit on Rehabilitation Cost for each such unit of Equipment
under any circumstances (including any Change in Tax Law)
other than as set forth in such paragraph (d), then, Lessee
shall pay Lessor, upon demand, the sum of (1) the amount of
said maximum investment credit which Lessor shall have so
lost, had recaptured or failed to receive; (2) the amount of
any interest (net of any actual decrease in Federal income
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tax caused by any allowable deduction of such interest from
taxable income) or penalties, including any additions to tax
because of underpayment of estimated tax which may be assessed
against Lessor in connection therewith; and (3) the amount of
any taxes required to be paid by Lessor in respect of the
receipt of amounts referred to in clauses (1) and (2) above
and the receipt of amounts pursuant to this clause (3). If,
at any subsequent time, Lessor shall be allowed and receive a
refund with respect to any portion or all of said maximum
investment credit which it lost, had recaptured or failed to
receive at any time previous and for which payment had been
made to Lessor by Lessee pursuant to this paragraph (b),
then, promptly after receipt of said refund, Lessor shall pay
Lessee the sum of (i) all amounts with respect to such
allowance paid to Lessor by the Federal government (including
refunds of investment credit, interest, and penalties and any
additional interest paid to Lessor by the Federal government
on such refunds) reduced by all taxes required to be paid by
Lessor in respect of the receipt of such amounts from the
Federal government, and (ii) the amount of any taxes saved by
Lessor in respect of its payment to Lessee of amounts referred
to in clause (i) above and its payment to Lessee of amounts
pursuant to this clause (ii). Lessor agrees to use .its best
efforts to take the maximum investment credit to which it
shall reasonably deem itself entitled with respect to the
Cars on its Federal income tax return for the earliest
possible year for which it can be taken.

(c¢) If Lessor in computing its Federal taxable
income or its taxable income for purpose of computing its
liability to any state or local taxing authority in which the
principal office of Lessor is located, for any part of the
lease term of any unit of Equipment shall under any circum-
stances (including any Chandge in Tax Law) other than as set
forth in paragraph (d) below lose the benefit of or the right
to claim or there shall be disallowed or recaptured all or
any portion of depreciation deductions for Federal, state or
local income tax purposes for such unit of Equipment based on
depreciation of Lessor's Cost of Cars for such unit over
a depreciable life of 12 years to a net salvage value of 10%
using, with respect to (i) Rehabilitation Cost, the double
declining balance method of depreciation provided in Section
167(b)(2) of the Code and then changing to the sum-of-the--
years digits method of depreciation provided in Section
167(b) (3) of the Code, all without the consent of the Commis-
sioner, with the annual allowance determined without reduc-
tion for salvage and with the first year's depreciation
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deduction being maximized by the election of the "half

year convention" pursuant to Treasury Regulation Section
1.167(a)-11(c)(2) (as in effect on the date of execution of
this Lease Agreement), and (ii) Cars Acquisition Cost, the
150% declining balance method of depreciation and then
changing to the straight-line method of depreciation pro-
vided in Section 167(b) (1) of the Code, with the annual
allowance determined witholt reduction for salvage and with
the first year's depreciation deduction being maximized by
the election of the "half-year convention" pursuant to
Treasury Regulation Section 1.167(a)-11(c)(2) (as in effect
on the date of execution of this Lease Agreement), then
Lessee shall pay Lessor on each rent payment date during the
remaining lease term of such unit, as additional rent here-
under, an amount which, after deduction of all taxes required
to be paid by Lessor in respect of the receipt thereof, shall
be sufficient to yield to Lessor the same after-tax cash flow
as of each rent payment date as would have been realized by
Lessor in respect of this Lease Agreement if such loss,
disallowance, or recapture of depreciation deductions or the
right to claim the same had not occurred, which amount shall,
if subsequent circumstances require, be thereafter adjusted
(or further appropriate adjustments shall be made in respect
thereof) when and to the extent necessary so that Lessor's
after-tax cash flow as of each rent payment date shall be as
aforesaid. In addition, Lessee shall also pay Lessor on
demand, as additional rent hereunder, an amount which, after
deduction of all taxes required to be paid by Lessor in
respect of the receipt thereof, shall be equal to the amount
of any interest (net of any actual decrease in Federal, state
or local income tax caused by any allowable deduction of such
interest from taxable income) or penalties, including any
additions to tax because of underpayment of estimated tax,
which may be assessed against Lessor in connection with such
loss, disallowance or recapture of depreciation deductions or
the right to claim the same.

(d) Lessee shall not be required to pay Lessor the
amounts provided for in paragraphs (b) and (c) above if the
loss or disallowance of investment credit or depreciation
deductions, as the case may be, or the right to claim the
same, shall result from the occurrence of any of the follow-
ing events:

(i) Lessor shall fail to claim such investment
credit or depreciation deductions in its income tax
returns for the appropriate years or shall fail to
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follow the proper procedures in claiming such investment
credit or depreciation deductions and such failure to
claim or follow such procedures, as the case may be,
shall preclude Lessor from claiming such investment
credit or depreciation deductions;

(ii) Lessor shall not have sufficient income to
benefit from such investment credit or depreciation
deductions;

(iii) Lessor shall voluntarily transfer legal title
to the Equipment (other than a transfer pursuant to
Section 11(a) hereof) or Lessor shall dispose of or
reduce its interest in such Equipment, if such transfer,
disposal or reduction (A) shall be the direct cause of
such loss, (B) shall occur at any time when no event of
default has occurred and is continuing and (C) shall not
be pursuant to the written consent of Lessee;

(iv) Lessor shall fail to take timely action in
contesting a claim made by the Internal Revenue Service
or any state or local taxing authority with respect to
the disallowance of the investment credit or deprecia-
tion deductions pursuant to paragraph (e) below and the
failure to take such action in a timely manner shall
preclude all rights to contest such claim, unless Lessee
shall agree to such failure; or

(v) Lessee shall have paid Lessor the Stipulated
Loss Value of such unit of Equipment pursuant to Section
l1(a) hereof.

(e) In the event a claim shall be made by the
Internal Revenue Service or any state or local taxing author-
ity which, if successful, would result in a loss of such
~investment credit or depreciation deductions under circum-
stances which would require Lessee to indemnify Lessor for
such loss, Lessor hereby agrees to notify Lessee promptly of
such claim, to not make payment of the tax claimed for at
least 30 days after giving such notice, unless such payment
or contest thereof is required by law or regulation to be
made prior to the expiration of such 30-day period (in which
case Lessor shall notify Lessee of such shorter period) to
give to Lessee any relevant information requested by it
relating to such claim which may be particularly within the
knowledge of Lessor and, if Lessee shall request within 30
days after the giving of such notice that such claim be
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contested, to_take such action in connection with contesting
such claim, including appropriate appeals from lower court
decisions, as Lessee shall reasonably request in writing

from time to time, but only if Lessee shall, contemporane-
ously with such initial request, have (i) made provision for
Lessor's indemnification in a manner satisfactory to Lessor
for any liability or loss which Lessor may from time to time
incur as the result of contesting such claim and reimburse-
ment for all costs and expenses, including legal fees and
disbursements, which Lessor may incur in connection with the
contesting of such claim and (ii) furnished Lessor with an
opinion of tax counsel selected by Lessee and reasonably
satisfactory to Lessor to the effect that a meritorious
defense exists to such claim; provided, however, that at

any time after having received such request from Lessee,
Lessor at its sole option, may forego any and all administra-
tive appeals, proceedings, hearings and conferences with the
Internal Revenue Service or any state or local taxing author-
ity, as the case may be, in respect of such claim and may, at
its sole option, either pay the tax claimed and sue for a
refund in the appropriate United States District Court, the
United States Court of Claims, or appropriate state court, as
the case may be, as Lessor shall elect, or contest such claim
in the United States Tax Court, or appropriate state court,
as the case may be, considering, however, in good faith such
request as Lessee shall make concerning the most. appropriate
forum in which to proceed.

(£) References in Section 13 and in paragraphs (b)
through (e) of this Section 14 to Lessor shall be deemed to
mean any affiliated group of which Lessor is a part which
files a consolidated return for Federal income tax purposes,
provided that only Lessor shall be obligated with respect to
the covenants and duties therein expressed to be imposed on
Lessor.

_ (g) All of the indemnities and agreements of
Lessee contained in Section 13 and in this Section 14 shall
survive and continue in full force and effect notwithstanding
termination of this Lease Agreement or of the lease of any or
all units or Equipment hereunder.

(h) Any payments required to be made by Lessee pur-
suant to this Section 14 as a result of a Change in Tax Law
shall be reduced by all tax savings which have theretofore
been, or in the current taxable year will be, realized by
Lessor on account of any Change in Tax Law resulting in Fed-
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eral income tax consequences to Lessor more favorable than
the tax benefits presently existing on the date hereof.

(i) Any amount payable in accordance’with this
Section 14 shall be payable on Lessee's receipt of Lessor's
invoice therefor. Each such invoice shall be accompanied by
a detailed statement reflecting the calculation of amounts
due hereunder from the head of the tax department of either
of the Owners, as appropriate, that he has examined Lessor's
determination of the amount due and that, in his opinion,
such amount due has been properly calculated pursuant to
this Section 14.

15. RETURN OF EQUIPMENT

Upon final termination of the lease term hereunder
of any unit of Equipment (other than a termination under
Section 11(a)), Lessee shall forthwith deliver possession
of such unit to Lessor, which unit shall be in the same
condition as when received, ordinary wear and tear excepted,
and shall meet the standards then in effect under the appli-
cable rules of any governmental agency or other organization
with jurisdiction over such unit and the applicable standards
then in effect for such unit under interchange rules of the
Association of American Railroads, subject to Lessee's good
faith contest, pursuant to Section 9(c) hereof, of the
validity or application of any standard, ‘law, regulation,
requirement or rule, which contest is made in a reasonable
manner and does not adversely affect the property or rights
of Lessor. For the purpose of delivering possession of any
unit or units to Lessor as above required, Lessee shall at
its own cost, expense and risk:

(1) forthwith place such units upon such storage
tracks of Lessee as Lessor reasonably may designate,

(2) permit Lessor to store such units on such
tracks at the risk of Lessee until such units have been
sold, leased or otherwise disposed of by Lessor, pro-
vided that Lessor agrees to pay Lessee's reasonable
storage charges for any storage after 90 days, and

(3) transport the same to any place on the lines of
railroad operated by it or any of its affiliates or to
any connecting carrier for shipment, all as directed by
Lessor. ;
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The removal, assembling, delivery, storage (except as above
provided) and transporting of the units as hereinbefore
provided shall be at the expense and risk of Lessee and are
of the essence of this Lease Agreement, and upon application
to any court of equity having jurisdiction in the premises
Lessor shall be entitled to a decree against Lessee requiring
specific performance of the covenants of Lessee so to remove,
assemble, deliver, store and transport the units. During any
storage period, Lessee shall maintain insurance on the units
of Equipment in accordance with Section 12 hereof and shall
permit Lessor or any person designated by it, including the
authorized representative or representatives of any prospec-
tive purchaser of any such unit, upon reasonable notice and
at Lessor's risk to inspect the same; provided, however,

that Lessee shall not be liable, except in the case of neg-
ligence of Lessee or of its employees or agents, for any
injury to, or the death of, any person exercising, either on
behalf of Lessor or any prospective purchaser, the rights of
inspection granted under this sentence.

Without in any way limiting the obligation of
Lessee under the foregoing provisions of this Section 15,
Lessee hereby irrevocably appoints Lessor as the agent and
attorney-in-fact of Lessee, with full power and authority, at
any time while Lessee is obligated to deliver possession of
any unit to Lessor, to demand and take possession of such
unit in the name and on behalf of Lessee from whomsoever
shall be in possession of such unit at the time.

lé. FINANCIAL STATEMENTS

Lessee shall furnish or cause to be furnished to
‘Lessor, (1) within 120 days after each fiscal year of Lessee,
a copy of the annual audit report of Lessee and any consoli-
dated subsidiaries, prepared on a consolidated basis and in
conformity with generally accepted accounting principles
(subject to conforming railroad qualifications) applied on a
basis consistent with that of the preceding year, and signed
by nationally recognized independent 'certified public accoun-
tants, (ii) within 120 days after each fiscal year of Lessee,
a copy of the ICC Rail Form Rl of Lessee for such year,
prepared on an unconsolidated basis and in conformity with
the Uniform System of Accounts for Railroad Companies pre-
scribed by the ICC applied on a basis consistent with that of
the preceding fiscal year, and signed by a proper accounting
officer of the Lessee, (iii) within 60 days after each
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quarter (except the last quarter) of each fiscal year of
Lessee, a copy of its unaudited unconsolidated financial
statement, prepared in conformity with the Uniform System of
Accounts for Railroad Companies prescribed by the ICC and
consisting of at least a balance sheet as at the close of
such quarter and a profit and loss statement and analysis of
surplus for such quarter and for the period from the begin-
ning of such fiscal year to the close of such quarter, and
signed by a proper accounting officer of Lessee, (iv) with
the annual audit report each year, a certificate of a respon-
sible officer of Lessee to the effect that, except as other-
wise specified therein, (x) all units of Equipment are in
existence and in good and efficient condition and have been
marked as required by paragraph (e) of Section 9 hereof, and
(vy) no event of default, or event which might mature into an
event of default, has occurred and is continuing under this
Lease Agreement, and (v) from time to time, such other
information as Lessor may reasonably request.

17. EVENTS OF DEFAULT

(a) The following shall be events of default
hereunder:

(i) default, and continuance thereof for 15 days,
in the payment of any rent or other amount hereunder;

(ii) default in the performance of any of Lessee's
-agreements herein set forth (and not constituting an
event of default under the preceding clause of this
paragraph (a)) and continuance of such default for 30
days after notice thereof from Lessor to Lessee;

(iii) any representation or warranty made by Lessee
in this Lease Agreement is untrue in any material
respect, or any statement, report, schedule, notice or
other writing furnished by Lessee to Lessor in connec-
tion herewith is untrue in any material respect on the
date as of which the facts set forth are stated or
certified;

(iv) Lessee or any material subsidiary becomes
insolvent or admits in writing its inability to pay its
. debts as they mature, or applies for, consents to or
acquiesces in the appointment of a trustee or a receiver
for Lessee or any such'subsidiary or any property of
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either thereof; or, in the absence of such application,
consent or acquiescence, a trustee or receiver is
appointed for Lessee or any such subsidiary, or for a
substantial part of the property of any thereof, and is
not discharged within 60 days; or any bankruptcy,
reorganization, debt arrangement or other proceeding
under any bankruptcy or insolvency law or any dissolu-
tion or liquidation proceeding is instituted by or
against Lessee or any such subsidiary, and, if insti-
tuted against Lessee or any such subsidiary is consented
to or acquiesced in by Lessee or any such subsidiary or
remains for 60 days undismissed.

(v) a petition for reorganization under Section 77
of the Bankruptcy Act, as now constituted or as said
Section 77 may hereafter be amended, shall be filed by
or against Lessee and, unless such petition shall have
been dismissed, nullified, stayed or otherwise ren-
dered ineffective (but then only so long as such stay
shall continue in force or such ineffectiveness shall
continue), all the obligations of Lessee under this
Lease Agreement shall not have been and shall not
continue to have been duly assumed in writing, pursuant
to a court order or decree, by a trustee or trustees
appointed (whether or not subject to ratification) in
such proceedings in such manner that such obligations
shall have the same status as obligations incurred by
such trustee or trustees, within 30 days after such
appointment, if any, or 60 days after such petition
shall have been filed, whichever shall be earlier; or

(vi) any other proceedings shall be commenced by
or against Lessee for any relief which includes, or
might result in, any modification of the obligations of
Lessee hereunder under any bankruptcy or insolvency
laws, or laws relating to the relief of debtors, read-
justments of indebtedness, reorganizations, arrangements,
compositions or extensions (other than a law which does
not permit any readjustments of the obligations of Les-
see hereunder), and, unless such proceedings shall
have been dismissed, nullified, stayed or otherwise
rendered ineffective (but then only so long as such
stay shall continue in force or such ineffectiveness
shall continue), all the obligations of Lessee under
this Lease Agreement shall not have been and shall not
continue to have been ‘duly assumed in writing, pursuant
to a court order or decree, by a trustee or trustees or
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" receiver or receivers appointed (whether or not subject
to ratification) for Lessee or for the property of Les-
see in connection with any such proceedings in such man-
ner that such obligations shall have the same status as
obligations incurred by such a trustee or trustees or
receiver or receivers, within 30 days after such
appointment, if any, or 60 days after such proceedings
shall have been commenced, whichever shall be earlier.

When used herein, unless the context otherwise requires, the
term "event of default" shall mean any event described in the
- foregoing clauses (i) through (vi) and the term "event which
might mature into an event of default" shall mean any event
which with the lapse of time, or with notice to Lessee and

" lapse of time, would constitute an event of default. Lessee
shall give Lessor prompt notice of any event of default or of
any event which might mature into an event of default.

: (b) Upon the happening of an event of default,
Lessor shall (except to the extent otherwise required by law)
be entitled to:

(1) proceed by appropriate court action or actions
to enforce performance by Lessee of the applicable
covenants and terms of this Lease Agreement or to
recover damages for the breach thereof; '

(2) repossess any or all units of Equipment without
prejudice to any remedy or claim hereinafter referred to;

(3) elect to sell any or all units of Equipment,
after giving 30 days' notice to Lessee, at one or more
public or private sales and recover from Lessee as
ligquidated damages for Lessee's default hereunder an
amount equal to the amount, if any, by which (A) the sum
of (i) the aggregate Stipulated Loss Value of such units
of Equipment on the date such notice is given, (ii) all
rent owing hereunder to and including the rent payment
date immediately preceding the date such notice is
given, (iii) all costs and expenses incurred in search-

" ing for, taking, removing, keeping, storing, repairing,
restoring and selling such units of Equipment, (iv) all
other amounts owing by Lessee hereunder, whether as
additional rent, indemnification or otherwise, and (v)
all costs and expenses, including (without limitation)
reasonable legal fees and expenses, incurred by Lessor
as a result of Lessee's default hereunder, exceeds (B)
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the amount received by Lessor upon such public or
private sales of such units of Equipment;

(4) upon notice to Lessee receive prompt payment
from Lessee of an amount equal to the aggregate Stipu-
lated Loss Value on the date such notice is given of all
units of Equipment which have not been sold by Lessor
pursuant to clause (3) above plus, to the extent not
otherwise recovered from Lessee pursuant to said clause
'(3) above, (i) any rent and other amounts owing here- ,
under to and including the rent payment date immediately
preceding the date such notice is given, (ii) all costs
and expenses incurred in searching for, taking, remov-
ing, keeping, storing, repairing and restoring such
units of Equipment, and (iii) all other amounts owing by
Lessee hereunder, whether as additional rent, indemnifi-
cation or otherwise, and (iv) all costs and expenses,
including (without limitation) reasonable legal fees and
expenses, incurred by Lessor as a result of Lessee's
default hereunder; provided that upon receipt of payment
in full of such amount, Lessor shall tranfer to Lessee,
without any representation or warranty of any kind,
express or implied whatever title to such unites of
Equlpment it may have;

(5) by notice to Lessee, declare this Lease Agree-
ment terminated without prejudice to Lessor's rights in
respect of obligations then accrued and remaining
unsatisfied; or

(6) avail itself of any other remedy or remedies
provided for by any statute or otherwise available at law,
in equity, or in bankruptcy or insolvency proceedings.

The remedies herein set forth or referred to shall be cumula-
tive. The references to additional rent in clauses (3) and
(4) of this paragraph (b) shall each include, without limita-
tion, interest at the applicable rate specified, in the first
paragraph of Section 4, to the date of receipt by Lessor of
the amount payable under said clause, on instalments of rent
owing hereunder to and including the rent payment date_
immediately preceding the date on which notice is given under
said clause, from the respective due dates of such instal-
ments, and interest on all other costs, expenses and losses
for which Lessor is entitled to payment under said clause
from the respective dates incurred by Lessor.
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18. SUBLEASE, ASSIGNMENT, MERGER, ETC. BY LESSEE

(a) So long as Lessee shall not be in default
under this Lease Agreement, Lessee shall be entitled to the
possession and use of the units of Equipment in accordance
with the terms of this Lease Agreement, but, without the
prior written consent of Lessor, Lessee shall not assign,
transfer or sublet its leasehold interest under this Lease
Agreement in the units or any of them. Lessee shall not,
without the prior written consent of Lessor, part with the
possession or control of, or suffer or allow to pass out of
its possession or control, any of the units, except to the
extent permitted by the provisions of paragraph (b) below.

(b) So long as Lessee shall not be in default
under this Lease Agreement, Lessee shall be entitled to the
possession of the units and to the use thereof upon its
lines of railroad or upon the lines of any affiliate or upon
lines of railroad over which Lessee has trackage or other
operating rights or over which railroad equipment of Lessee
‘is regularly operated pursuant to contract, and also to permit
the use of the units upon other railroads in the usual inter-
change of traffic, if customary at the time, but only upon
and subject to all the terms and conditions of this Lease
Agreement. Lessee may receive and retain compensation for
such use from other railroads so using any of the Cars. Les-
see agrees that during the term of this Lease Agreement Lessee
will use its best efforts to prevent the use of any Car out-
side the United States of America. No assignment, sublease
or interchange entered into by Lessee hereunder shall relieve
Lessee of any liability or obligations hereunder which shall
be and remain those of a principal and not a surety.

(c) Nothing in this Section 18 shall be deemed to
restrict the right of Lessee to assign or transfer its lease-
hold interest under this Lease Agreement in the Equipment or
possession of the Equipment to any corporation (which shall
have expressly assumed in writing the due and punctual
payment and performance of all obligations hereunder of
Lessee) into or with which Lessee shall have become merged
or consolidated or which shall have acquired the property of
Lessee as an entirety or substantially as an entirety.

"19. ASSIGNMENT BY LESSOR

_ Lessor and any direct,or remote assignee of any
right, title or interest of Lessor hereunder shall have the
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right at any time or from time to time to assign part or all
of its right, title and interest in and to this Lease Agree-
ment. Without limiting the foregoing, Lessor and any such
assignee shall have the right at any time or from time to
~time to transfer its right title and interest, subject to
Lessee's rights under this Lease Agreement and subject to
the provisions of Section 14(d)(iii), in and to any unit or
units of Equipment.

Lessor may obtain financing through a financial
institution and secure such financial institution ("Secured
Party") by granting a security interest or other lien on any
or all of the Equipment, this Lease Agreement and sums due
under this Lease Agreement. 1In such event (a) the security
agreement or lien instrument will specifically provide that it
is subject to Lessee's rights as herein provided; (b) such
assignment of this Lease Agreement will not relieve Lessor
from its obligations hereunder or be construed to be an assump-
tion by Secured Party of such obligations (but Secured Party
may perform, at its option, some or all of Lessor's obliga-
tions); (c) upon request by Secured Party, Lessee will make
all payments of rental and other amounts due hereunder directly
to Secured Party; (d) Lessee's obligations hereunder, including
(without limitation) its obligation to pay rent and other
amounts due hereunder, shall not be subject to any reduction,
abatement, defense, set-off, counterclaim or recoupment for
any reason whatsoever, which, however, shall not prevent Les-
see from asserting any claim separately against Lessor; and
(e) Lessee will not, after obtaining knowledge of any such
assignment, consent to any modification of this Lease Agree-
ment without the consent of Secured Party.

20. LESSOR'S RIGHT TO PERFORM

: If Lessee fails to make any payments required by
this Lease Agreement, or to perform any of its other agree-
ments contained herein, Lessor may itself, but shall not be
required to, make any such payments or perform any such
obligations. The amount of any such payment and Lessor's
expenses, including (without limitation) reasonable legal
fees and expenses in connection therewith and with such
performance, shall thereupon be and become payable by Lessee
to Lessor upon demand as additional rent hereunder.
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21. RECORDING; FURTHER ASSURANCES

Lessee will, at its expense, cause this Lease
Agreement and any assignment hereof to be filed and recorded
with the Interstate Commerce Commission in accordance with '
Section 20c of the Interstate Commerce Act prior to the
delivery and acceptance hereunder of any unit of Equipment.
Lessee will from time to time do and perform any other act
and will execute, acknowledge, deliver, file, register,
record and deposit (and will refile, re-register, re-record
or redeposit whenever required) any and all further instru-
ments required by law or reasonably requested by Lessor for
the purpose of proper protection, to Lessor's satisfaction,
of Lessor's interest in the units, or for the purpose of
carrying out the intention of this Lease Agreement or the
assignment thereof by Lessor; and Lessee will promptly fur-
nish to Lessor evidences of all such filing, reglsterlng,
recording or depositing, and an oplnlon or opinions of coun-
sel for Lessee with respect thereto satisfactory to Lessor.

22. PURCHASE OPTION

Lessee shall have an option (the "Purchase Option")
to purchase for cash all of the Cars then under lease upon
the last business day of or prior to the expiration of the
- lease term hereunder for such units of Equipment provided no
event of default or event which might mature into an event of
default has occurred and is then continuing hereunder. If
Lessee desires to exercise the Purchase Option, it shall give
to Lessor written notice of its election to purchase at least
90 days (and not more than 180 days) before the expiration of
the lease term for such units of Equipment, stating Lessee's
opinion as to the fair market value of the Equipment to be
purchased, and upon expiration of such lease term, Lessee
shall purchase such Equipment and shall pay to Lessor in
immediately available funds the purchase price for such Equip-
ment, determined as hereinafter provided. The purchase price
of the Equipment shall be the fair market value thereof as of
the date of purchase. If Lessee and Lessor are unable to
agree upon the fair market value of the Equipment within 30
days after receipt by Lessor of such notice, such fair market
value shall be determined by an independent appraiser selected
by mutual agreement of Lessor and Lessee. The fee of such
. appraiser shall be paid by Lessee. Upon payment by Lessee
to Lessor of the purchase price for the Equipment at such
expiration, and upon payment by Lessee of all rent and any
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other amounts owing to Lessor under this Lease Agreement,
Lessor shall transfer to Lessee, and warranty the same title
to such Equipment as was originally conveyed to Lessor.

23. RENEWAL OPTION

Lessee shall have an option to renew for a maximum
of two (2) 2-year periods the lease term of all of the Cars
then under lease provided no event of default or event which
might mature into an event of default has occurred and is
then continuing immediately prior to the commencement of the
renewal term then being elected by Lessee. If Lessee desires
to exercise such option to renew, it shall give Lessor
written notice of its election to renew at least 90 days (and
not more than 180 days) prior to the commencement of the
renewal term then being elected stating Lessee's opinion as
to the fair market rental value for the Equipment to be
~leased during such renewal term, and upon the expiration of
the then current term the lease of such Equipment shall be
renewed for such renewal term at the fair market rental value
as hereinafter provided. A determination shall be made of
the fair market rental value of the Equipment as of the date
of the expiration of such current term. If Lessee and Lessor
are unable to agree upon such fair market rental value within
30 days after receipt by Lessor of such notice, such fair
market rental value shall be determined by an independent
- appraiser selected by mutual agreement of Lessor and Lessee.
The fee of such appraiser shall be paid by Lessee. All of
the provisions of the Lease shall be applicable during any
such renewal term except for the amount of each instalment of -
rent which shall be as hereinafter provided. "Lease term" as
used in the Lease shall, except where the context otherwise
requires, be deemed to include any such renewal term.

24, CERTAIN DEFINITIONS

When used herein, the term "subsidiary" shall mean
a corporation of which Lessee or its other subsidiaries own,
directly or indirectly, such number of outstanding shares as
have the power (disregarding any voting power, solely by
reason of the happening of any default, of shares of any
class) to elect a majority of the board of directors. When
used herein, the term "material subsidiary" shall mean any
subsidiary having a net worth of at least $15,000,000.
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25. CONDITIONS TO LESSOR'S OBLIGATIONS

(a) Lessor shall not be obligated hereunder

unless on or before, but no more than

10 days before, the

first delivery date (the "First Delivery Date") of Cars for
rehabilitation pursuant to the Rehabilitation Agreement:

(i) all of Lessee's representations and warranties
in Section 8 of this Lease Agreement shall be true and
correct as though made as of such date;

(ii) no litigation or governmental proceedings shall

be threatened or pending against
ary which in Lessor's reasonable
material extent adversely affect
or continued operation of Lessee
a consolidated basis;

(iii) no event of default, or
mature into an event of default,
be continuing hereunder;

Lessee or any subsidi-
opinion will to a

the financial condition
and its subsidiaries on

event which might

‘shall have .occurred or

(iv) Lessee shall have furnished to Lessor, in form
and substance satisfactory to Lessor, the following on

or prior to such date hereunder:

(A) resolutions of the

Board of Directors of

Lessee, certified by its Secretary or an Assistant
Secretary, authorizing the lease of such Equipment
hereunder and the execution, delivery and perfor-
mance by Lessee of the Rehabilitation Agreement,
‘the Bills of Sale and this Lease Agreement;

(B) a favorable opinion of counsel for Lessee,’

acceptable to Lessor, dated
that:

such date to the effect

(1) Lessee is a corporation. duly orga-
nized and existing in good standing under the
laws of the State of Delaware;

(2) Lessee is duly authorized to execute
and deliver the Hulk Purchase Agreement, the

Bills of Sale and this

Lease Agreement, and is

duly authorized to lease Equipment hereunder
and to perform its obllgatlons hereunder and

thereunder; -
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(3) the execution and delivery of the
Hulk Purchase Agreement, the Bills of Sale
and this Lease Agreement by Lessee, and the
performance by Lessee of its obligations
hereunder and thereunder, do not and will not
conflict with any provision of law or of the
charter or by-laws of Lessee or of any inden-
ture, mortgage, deed of trust or agreement or
instrument binding upon Lessee or to which
Lessee is a party;

(4) the execution, delivery and perfor-
mance of the Hulk Purchase Agreement, the Bills
of Sale and this Lease Agreement by Lessee and
the consummation by Lessee of the transaction
contemplated hereby and thereby does not
require the consent, approval or authorization
of, or notice to, any Federal or state govern-=
mental authority or public regulatory body;

(5) the Hulk Purchase Agreement, the Bills
of Sale and this Lease Agreement are legal,
valid and binding obligations of Lessee enforce-
able in accordance with their respective terms
(except as may be affected by bankruptcy,
reorganization, insolvency and similar laws
affecting the rights of creditors generally);

(6) there are to the knowledge of such
counsel no pending or threatened actions or
proceedings before any court or administrative
agency which will, in the opinion of such coun-
sel, to a material extent adversely affect the
financial condition or continued operation
of Lessee and its subsidiaries on a consoli-
dated basis;

(7) this Lease Agreement has been duly
filed and recorded with the ICC pursuant to
Section 20c of the Interstate Commerce Act,
such filing“andlreCOrding will protect Les-
sor's interests in and to the units of Equip-
ment, and no further filing or recording (or
giving of notice) with any other Federal,
state or local government is necessary in
order to protect the'interests of Lessor in
and to the units; -
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(C) an appraisal certificate (required with
the first payment requested hereunder for Cars)
issued by Alexander Kerr, an independent appraiser,
to the effect that (I) the fair market value of the
reusable component parts included in the used cars
purchased by Lessor from Lessee under the Hulk Pur-
chase Agreement was not and is not in excess of the
Cars Acquisition Cost for such cars (set forth in
Section 2(a) herein), (II) the fair market value
of the Cars upon completion of their rehabilitation
under the Rehabilitation Agreement is at least equal
to the Total Cost thereof set forth in Exhibit A
hereto, (III) the units of Equipment on the date of
delivery thereof to Lessor upon completion of their
rehabilitation under the Rehabilitation Agreement
will have an estimated useful life beyond the
expiration of the original term of lease for such
units under this Lease Agreement equal to at least
25% of such original term, and an estimated fair
market value at the end of such term of at least 20%
of the Cost of such units, without including in such
fair market value any increase or decrease for infla-
tion or deflation during such term of the Lease, and
(IV) setting forth the manner in which such fair mar-
ket value and useful life were determined; and

(b) As a further condition to Lessor's obligation
hereunder, Lessee shall have furnished to Lessor, in form
and substance satisfactory to Lessor, the following on
or prior to the date of each requested payment pursuant
to Section 5 hereof:

. (i) an invoice covering the units of Equipment
for which such payment is requested;

(ii) a Certificate of Acceptance signed by an
officer of Lessee (as the authorized representative
of Lessor hereunder and under the Hulk Purchase
Agreement and the Rehabilitation Agreement) con-
firming delivery to, and acceptance by, Lessor of
the units of Equipment for which such payment is
requested;

(iii) a Certificate of Acceptance of Lessee
covering the units of Equ1pment for which such
payment is requested
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(iv) an opinion of Lessee's counsel, satisfac-
tory to Lessor, that acceptance by Lessor of the
units of Equipment for which such payment is
requested and payment therefor by Lessor shall be
effective to transfer to Lessor good title to such
units of Equipment, free of all claims, llens or
encumbrances of any nature; and

(v) such other releases, financing statements,
waivers and other documents as Lessor may reason-
‘ably request to insure that the Equipment will not
be subject to any lien, charge, encumbrance,
security interest or other similar interest.

26. MISCELLANEOUS

(a) Any provision in this Lease Agfeement that
Lessee shall take any action shall require Lessee to do so at
its sole cost and expense.

(b) Any notice hereunder shall be in writing and,
if mailed, shall be deemed to be given when sent by regis-
tered or certlfled mail, postage prepaid, and addressed:

(i) if to Lessee, at 1ts address shown below, (ii) if to
Lessor, at 79 South Main Street, Salt Lake City, Utah 84111,
attention of Corporate Trust Division, with a copy to Itel
Capital Services Corporation, One Embarcadero Center, San
Francisco, California, 94111, attention of Contract Adminis-
tration, or (iii) to any party at such other address as it
may, by written notice received by the others, designate as
its address for purposes of notice hereunder.

(c) 1If this Lease Agreement or any provision
hereof shall be deemed invalid, illegal, or unenforceable in
any respect or in any ]urlsdlctlon, the valldlty, legality
and enforceability of this Lease Agreement in other respects
- and other jurisdictions shall not be in any way impaired or
affected thereby. Each of the parties hereto acknowledges:
that the other party shall not by act, delay, omission or
otherwise be deemed to have waived any of its rights or
remedies under this Lease Agreement unless such waiver is in
writing, and such writing shall be binding only to the extent
therein provided and only upon the party signing it. A
waiver on any one occasion shall not be construed as a waiver
on any future occasion. Without limiting the foregoing,
Lessor's rights and Lessee's duties shall in no way be
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affected by Lessor's inspection of, or failure to inspect,
the Equipment or any of the documents referred to in this
Lease Agreement or by Lessor's failure to inform Lessee of
any failure to comply with any of Lessee's obligations under
this Lease Agreement. Lessee hereby waives any right to
assert that Lessor cannot enforce this Lease Agreement or
that this Lease Agreement is invalid because of any failure
of Lessor to qualify to do business 'in any jurisdiction. This
Lease Agreement has been delivered for acceptance by Lessee
in Chicago, Illinois, shall be governed by the laws of the
State of Illinois, shall be binding upon Lessor and Lessee
and their respective successors and assigns, and shall inure
to the benefit of Lessor and Lessee and the successors and
assigns of Lessor. ‘ :

(d) The section:headings in this Lease Agreement
are for convenience of reference only and shall not be con-
sidered to be a part of this Lease Agreement.

(e) Whenever the term "Lessor" is used in this
Lease it shall mean First Security Bank of Utah, National
Association not in its individual capacity but solely as
trustee, any assignee, in whole or.in part, of the rights
of the Lessor hereunder, including any Secured Party, and,
as appropriate, the Owners.

(f) No recourse shall be had in respect of any
obligation due under this Agreement, or referred to herein,
against any incorporator, stockholder, director or officer,
as such, past, present or future, of the parties hereto,
whether by virtue of any constitutional provision; statute or
rule of law, or by enforcement of any assessment or penalty
or otherwise, all such liability, whether at common law, in
~equity, by any constitutional provision, statute or otherwise,
of such incorporators, stockholders, directors or officers,
as such, being forever released as a condition of and as
consideration for the execution of this Agreement.

It is expressly understood and agreed by and
between the parties hereto, anything in this Agreement .to
the contrary notwithstanding, that each and all of the
representations, undertakings and agreements herein made on
the part of the Lessor ‘are each and every one of them made
and intended not as personal representations, undertakings
and agreements by First Security Bank of Utah, National
Association or for the purpose or with the intention of
binding the said bank personally but are made and intended
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for the purpose of binding only the Trust Estates as such
term is used in the Trust Agreement, and this Agreement is
executed and delivered by the said bank solely in the exer-
cise of the powers expressly conferred upon the said bank as
trustee under the Trust Agreement; and that no personal lia-
bility or personal responsibility is assumed by or shall at
any time be asserted or enforceable against the said bank
(except for the willful misconduct or gross negligence of
said bank) or on account of any representation, undertaking
or agreement of the Lessor or the Owners, either expressed
or implied, all such personal liability, if any being
expressly waived and released by the Lessee and by all
persons claiming by, through or under the Lessee; provided,
however, that the Lessee or any person claiming by, through
or under the Lessee, making claim hereunder, may look to
said Trust Estates for satisfaction of the same.

IN WITNESS WHEREOF, the parties hereto have caused
this instrument to be executed and their corporate seals to
be affixed hereto all as of the date first above written.

ILLINOIS CENTRAL GULF RAILROAD
COMPANY, Lessee,

By

(Corporate Seal)

Attest:

FIRST SECURITY BANK OF UTAH,
NATIONAL ASSOCIATION, not in
its individual capacity, but
solely as trustee, Lessor,
By
(Seal) ‘ o Authorized Officer
Attest:

Authorized Officer



STATE OF ILLINOIS, )

) ss.:
COUNTY OF COOK, )
On this day of . 1977, before me person-
ally appeared ’ , to me personally known,

who being by me duly sworn, says that he is a Vice President
of ILLINOIS CENTRAL GULF RAILROAD COMPANY, that one of the
seals affixed to the foregoing instrument is the corporate
seal of said corporation, that said instrument was signed
and sealed on behalf of said corporation by authority of its
Board of Directors; and he acknowledged that the execution
of the foregoing instrument was the free act and deed of
said corporation.

Notary Public
(Seal)

My Commission Expires:

STATE OF UTAH, )
. ) ss.:
COUNTY OF SALT LAKE, )

_ On this f@é day of pu - 1977, before me person-
ally appeared /f{g-bet§. ' , to me personally known,
who being by me duly sworn, says that he is élﬂtZ&& é%%;ﬁ%@4

t

of FIRST SECURITY BANK OF UTAH, NATIONAL ASSOCIATION,

one of the seals affixed to the foregoing instrument is the
seal of said national banking association, that said instru-
ment was signed and sealed on behalf of said national banking
association by authority of its Board of Directors; and he
acknowledged that the execution of the foregoing instrument
was the free act and deed of said national banking association.

Q%M Z/%zg

Notary Puin%,

(Seal)

My Commission ExpireSZ}L?ﬂﬁ_/éa/ﬁyaﬁ



EXHIBIT A

CARS
, Unit Unit Car Total Unit Lessee's Car
L Rehabilitation Acquisition Cost of Numbers
- Car Type Cost Cost Car (Inclusive)
70-ton Insulated $17,250 .. $6,250 $23,500  ICG 150325-
Box - 150394 @~
70-ton CUF Box 14,000 > 6,000 20,000  ICG 593000-_
’ 2 593099;~
ICG 593200- .~
593349 -~
70-ton CUF Box 14,900 5,200 20,100  ICG 593500- ./
593699
70-ton Woodchip 9,800 4,900 14,700  ICG 866400~ .
Hopper - L 866409
70-ton 41' Covered 9,100 5,100 14,200 ICG 705100- %
Hopper | 705119
70-ton 65' Gondola 11,000 4,500 15,500  ICG 247100~ 7
: 247124
100-ton Covered 14,100 + .6,000 20,100  ICG 729000~ 7
Hopper : 729024
70-ton CUF D/D Box 16,900 5,500 22,400  ICG 593800- ./
‘ ' 593849
70-ton SUF D/D Box 19,000 5,000 24,000 ICG 569000~
. 569049
70-ton 60' Flat 9,000 4,200 13,200  ICG 910300~ ¥
910349.

CUF-—Cushioned Underframe

SUF--Standard Underframe

D/D--Double Door




EXHIBIT B

CERTIFICATE OF ACCEPTANCE

First Security Bank of Utah,
National Association

79 South Main Street

Salt Lake City, Utah 84111

Gentlemen: -

1. The undersigned officer of Illinois Central
Gulf Railroad Company is your authorized representative
designated under the Rehabilitation Agreement dated as of
July 1, 1977 (the "Rehabilitation Agreement"), between you
and Illinois Central Gulf Railroad Company (the "Railroad
Company"). As such authorized representative, the under-
signed hereby represents and certifies to you as follows:

(a) that the cars described below have been duly
delivered in good order by the Railroad Company under
the Rehabilitation Agreement, have been duly inspected
and accepted on the respective dates there shown by the
undersigned as your authorized representative and
conform in all respects to the requirements and speci-
fications of the Rehabilitation Agreement; and

(b) that each such car was at its delivery
properly marked on each side thereof with the legend
provided in Section 9(e) of the Lease Agreement between
you and the Railroad Company hereinafter referred
to.

2. The undersigned Illinois Central Gulf Rail-
road Company (the "Lessee"), is the lessee under the Lease
Agreement dated as of July 1, 1977 (the "Lease Agreement"),
between you and the Lessee. As such Lessee, we hereby
request you to pay the attached invoices for the rehabili-
‘tation and delivery of the cars described below. We hereby
represent and certify to you that the cars described below
have been delivered to us, as Lessée under the Lease Agree-
ment, on the dates indicated and have been duly inspected
and are hereby accepted by us for lease under the Lease
Agreement.

3. This Certificate of Acceptance shall be and
become a part of the Lease Agreement, and the cars described



below are hereby declared to be leased by us thereunder. The
Lease Agreement was filed and recorded with the Interstate
Commerce Commission on , 1977, at : .m. with
Recordation No. .

Officer -and authorized repre-
sentative, as aforesaid, and
signing as to the matters in
paragraph 1 above

Dated: ‘ , 1977

ILLINOIS CENTRAL GULF RAILROAD

COMPANY, Lessee, and signing as
to the matters in paragraphs 2

and 3 above

by

Tits‘ |
Dated: , 1977

Accepted:

FIRST SECURITY BANK OF UTAH,
NATIONAL ASSOCIATION, not in
its individual capacity, but
solely as trustee under a.trust
agreement dated as of July 1,
1977, with NB5 Financial Ser-
vices and The Budd Leasing
Corp.

by

. Dated: , 1977



DESCRIPTION OF CARS

Total No. Lessee's Identifying ~ Invoice
of Items Nos. Amount




EXHIBIT C

STIPULATED LOSS VALUE
FOR .
CARS

_ "Stipulated Loss Value" of any Car as of a particu-
lar date shall mean the product derived from multiplying (i)
the percentage figure opposite the notation for the appropri-
ate rental period set forth in Table 1, as increased by the
applicable percentage pursuant to Table 2, by (ii) Lessor's
Cost of Cars applicable to such Car. Stipulated Loss Value
does not include any amounts for which Lessor may be entitled
to indemnification under Sections 13 and 14 of the Lease
Agreement.

TABLE 1
$
On or before January 15, 1978 ...cceevieccnncnnccns 93.7779

Thereafter, But On or Before Rent
Payment Date NO. seeesseesocaces 1 coeeseesnesss 93.2448
Thereafter, But On or Before Rent :
_Payment Date NO. seessscccesscee 2 cesssensssoes 92,3269
Thereafter, But On or Before Rent '
Payment Date NO: ceeevossscaccse 3 ceeesscsvcsass 91.1177
Thereafter, But On or Before Rent
Payment Date NO. cseessessccscee 4 coeeeeeeaseas 89,6371
Thereafter, But On or Before Rent
~Payment Date NO. cecocscccecssee 5 ceveesneasoss 87,8916
Thereafter, But On or Before Rent
Payment Date NO. sesecosscevcecs 6 ceveceeseesss 85.8918
Thereafter, But On or Before Rent _
Payment Date NO. .eeeececncvcooss 7 cosessseoesss 83.6422
Thereafter, But On or Before Rent ,
Payment Date NO: cessscecccccces 8 cevveesseeass 81,1546
Thereafter, But On or Before Rent
Payment Date NO. soecevcccccccss 9 covesesssesss 18.4334
Thereafter, But On or Before Rent ' :
Payment Date NO. sesseececcccces 10 cuvueeeeeesss 75.4900
Thereafter, But On or Before Rent _
Payment Date NO. seoeeesesseeoes L1 cicennenecess 72,3448
Thereafter, But On or Before Rent
Payment Date NO. coseesceovcccee 12 teveeeecessss 69,0571



Thereafter, But On or Before Rent

Payment Date NO. ceseeeecssesase 13 teevesneeseas 65.6283
Thereafter, But On or Before Rent :

Payment Date NO. ceeessceccsscece 14 seeeoeseeeess 62,0519
-Thereafter, But On or Before Rent

Payment Date NO. cesessvscescsese 15 t0eveeeeasaes 58,3210
Thereafter, But On or Before Rent '

Payment Date NO. eeeesccocosssce 16 teeeoseessees 54,4285
Thereafter, But On or Before Rent :

Payment Date NO. ceseescsscsccse 17 seveeevseeses 50.3670
Thereafter, But On or Before Rent

Payment Date NO. ceooeesecscoces 18 ceeeveereeess 46.1364
Thereafter, But On or Before Rent

Payment Date NO. cecessoscsssses 19 sovveeeeneess 41.8249
Thereafter, But On or Before Rent

Payment Date NO. cececsoscscsces 20 seeecesceesss 37.4760
‘Thereafter, But On or Before Rent

Payment Date NO. ceesescscscscss 21 ceveencenssss 33,1073
Thereafter, But On or Before Rent

Payment Date NO. seesesocoscsose 22 cesveosceosss 28.7578
Thereafter, But On or Before Rent

Payment Date NO. .veeseosessosoes 23 tececseeeesss 24.3831
Thereafter, But On or Before Rent

Payment Date NO. seeesseesscosee 24 ceveveeeenass 20,0000

Thereafter '.Qooo.\...lo..o.oo.‘o"o.l.l.l.ooooooo.l 20.0000

TABLE 2

The percentages set forth in Table 1 of this
Exhibit B have been computed without regard to recapture of
the investment credit (as referred to in Section 14 of the
Lease Agreement). Consequently, the Stipulated Loss Value
of any Car suffering an event of loss on or before the
third, fifth or seventh anniversary of the date of delivery
of such Car shall be increased by the applicable percentage
figure set forth below: :

Anniversary of

Delivery and Acceptance %
Third 14.2557
Fifth ' 9.5038

Seventh _ 4.7519



EXHIBIT D

Liability Coverage provides Bodily Injury, Property
Damage, Federal Employers Liability Act, including Care,
Custody and Control and including Contractual Liability.

Blanket Fire Coverage provides coverage for fire,
lightning and extended coverage including collision and
overturn and derailment of diesels. '



